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IN THE 

MnxUA Jtate gistmt ([^onvt 

FOE THE DISTRICT OF NEW JERSEY. 



United States or Ameeioa 



vs. 



United States Steel Cokpoeation 
and others. 



Bepobe Bupfington, Hunt, MoPhbeson, and 
WooLET, Circmt Judges. 

Btjpfington, J. 

We may say in advance that all the members 
of this Court are in agreement as to the decree 
that will be entered in this case, although we are 
not in complete accord concerning every step by 
which that result is reached. 

The subject-matter of the litigation is of such 
magnitude and complexity, and the record is of 
such size, that the effort to set bounds to this dis- 
cussion has not been easy. So many questions, 
large or small, were laid before us in the oral argu- 
ment, and so many are considered in the extended 
briefs of counsel, that we cannot hope to give them 
all a place in such discussion. But we trust that 
one or other of the two following opinions will 
pay adequate attention to the most important, 
with the result of avoiding repetition as far as 
.possible while presenting somewhat different as- 



peets of the controlling principles by which the 
case must be decided. Without a needless expan- 
sion of the discussion, it would scarcely be prac- 
ticable to take up each detail for the purpose of 
pointing out just where we are in complete agree- 
ment, and where certain divergencies of view ex- 
ist. We have thought it best therefore to adopt 
the course referred to, believing that the two 
opinions will cover the whole case, and will also 
sufficiently indicate the reasons that have led us to 
a common conclusion. 

This case — a proceeding under the Sherman 
Anti-Trust Law — ^is largely one of business facts. 
The construction of that statute has been settled 
by the Supreme Court : Standard Oil Company v. 
United Sttates, 221 U. S. 1; United States v. 
American Tobacco Company, 221 U. S. 106. That 
construction was applied in this Circuit in the 
Keystone Watch Case, 218 Fed. Eep. 502, and 
the Powder Trust Case, 188 Fed. Rep. 127. It 
follows, therefore, that our duty is largely one 
of finding the facts and to those facts applying 
settled law. The Act in question provides: 

"Sec. 1. Every contract, combination in the 
form of trust or otherwise, or conspiracy, in 
restraint of trade or commerce among the 
several states, or with foreign nations, is 
hereby declared to be illegal. Every person 
who shall make any such contract or engage 
in any such combination or conspiracy, shall 
be deemed guilty of a misdemeanor, and, on 
conviction thereof, shall be punished by fine 
not exceeding five thousand dollars, or by 
imprisonment not exceeding one year, or by 
both said punishments, in the discretion of 
the Court. 

Sec. 2. Every person who shall monopolize, 



or attempt to monopolize, or combine or con- 
spire -with any other person or persons, to 
monopolize any part of the trade or commerce 
among the several states, or with foreign na- 
tions, shall be deemed guilty of a misde- 
meanor, and, on conviction thereof, shall be 
pimished by fine not exceeding five thousand 
dollars, or by imprisonment not exceeding one 
year, or by both said punishments, in the dis- 
cretion of the court. 

Sec. 4. The several circuit courts of the 
United States are hereby invested with juris- 
diction to prevent and restrain violations of 
this act ; and it shall be the duty of the several 
district attorneys of the United States, in 
their respective districts, under the direction 
of the Attorney General, to institute proceed- 
ings in equity to prevent and restrain such 
violations. Such proceedings may be by way 
of petition setting forth the case and praying 
that such violation shall be enjoined or other- 
wise prohibited. When the parties com- 
plained of shall have been duly notified of 
such petition the court shall proceed, as soon 
as may be, to the hearing and determination 
of the case; and pending such petition and 
before final decree, the court may at any time 
make such temporary restraining order or 
prohibition as shall be deemed just in the 
premises. 

Sec. 7. Any person who shall be injured in 
his business or property by any other person 
or corporation by reason of anything forbid- 
den or declared to be unlawful by this act, 
may sue therefor in any circuit court of the 
United States in the district in which the de- 
fendant resides or is found, without respect 
to the amount in controversy, and shall re- 



cover three fold the damages by him sus- 
tained, and the costs of suit, including a 
reasonable attorney's fee." 

When th6 Constitution of the United States con- 
ferred on Congress the right "to regulate com- 
merce "with foreign nations and among the several 
states," its purpose was not to fetter, but to fur- 
ther and foster, trade. This constitutional pur- 
pose to promote lawful trade by protecting it from 
unlawful restraint is avowed in the title of the 
Sherman Act., viz. : "An Act to protect trade and 
commerce against unlawful restraints and mo- 
nopolies," and, as held by the Supreme Court, 
Standard Oil Case, supra, "one of the funda- 
mental purposes of the statute is to protect, not 
to destroy, rights of property." 

Now xmlawful restraints of trade are of three 
kinds: past, present and future. As to present 
and future restraints, Congress, by Sec. 3, em- 
powered, "the Attorney General to institute pro- 
ceedings in equity to prevent and restrain such 
violations," and to that end invested the courts, 
"with jurisdiction to prevent and restrain viola- 
tions of this act." The jurisdiction here conferred 
is the chancery power of injunction, a power which 
is used to restrain present wrongs or prevent 
threatened ones. This is shown by the act pro- 
viding even for temporary preliminary restrain- 
ing orders while the case is being heard. "The 
function of an injunction is to afford prevent- 
ive relief, not to redress alleged wrongs which 
have been committed already:" Lacassagne v. 
Chapin, 144 U. S. 124, cited in Black v. Jackson, 
177 U. S. 360. Applying that general principle, 
the Supreme Court of the United States, in the 
Standard Oil Case, supra, citing Swift v. United 
States, 196 U. S. 375, said on page 77: "It may 



be conceded that ordinarily where it was found 
that acts had been done in violation of the statute, 
adequate measure of relief would result from re- 
straining the doing of such acts in the future." 
In view of what was held by this court in the 
Powder Case, supra, it scarcely need be again said 
by us that where the evil effects of past undue 
restraint or monopoly continue to be effective 
and harmful when the proceeding is begun, that 
is, where "the inherent nature of the contem- 
plated acts" is such as to bring about their con- 
tinuance and repetition, or where, to use the ex- 
pressive language of the Supreme Court in the 
Standard Oil Case, 221 TJ. S. 75, a "perennial vio- 
lation" of the act exists, the jurisdiction to re- 
strain present and prevent future violations vests 
under this section, and if, to prevent continuance 
of such continuing wrongs a dissolution of the 
unlawful combination is necessary to make the 
relief effective, the original combination will be 
dissolved. That power was exercised by this 
court in the Powder Case, supra, and by the Su- 
preme Court in the Standard Oil Case, supra, 
and the Tobacco Case, supra. In the Keystone 
Watch Case, supra, this power to dissolve was 
not exercised, the court there sa3dng: 

"But we see no sufficient evidence fhat the 
public interest requires us to break up the 
existing corporate entity: U. S. v. Grreat 
Lakes Towing Company. The record satis- 
fies us that the watch case business is not 
suffering from the absence of live and heal- 
thy competition, and except in the directions 
already mentioned, namely, the retail sales 
of the Howard watch, and the policy of boy- 
cotting, we think the court is not called upon 
to interfere." 



The reason why the power to dissolve -was exer- 
cised in the Standard Oil Case, namely, that it 
was a violation continuing up to the filing of the 
petition, is pointed out by the Supreme Court in 
these words : 

"But in a case like this, where the condi- 
tion which has been brought about in viola- 
tion of the statute, in and of itself, is not only 
a continued attempt to monopolize, but also a 
monopolization, the duty to enforce the stat- 
ute requires the application of broader and 
more controlling remedies," and is justified 
because "the acts and dealings established 
by the proofs operated to destroy the poten- 
tiality of competition * * * but also to 
be an attempt to monopolize and a monopoli- 
zation bringing about a perennial violation 
of the second section." 

To this we may add that while the power to 
dissolve was for the same reason exercised by us 
in the Powder Case, yet it will be observed there 
was in that case a refusal to enjoin as to certain 
defendants, the court saying: "As the only re- 
lief we can grant in this proceeding is injunctive, 
the petition must be dismissed as to any defend- 
ant who was not violating the law, or threatening 
to violate it when the suit was commenced." In- 
deed in each of the cases, the injunction was grant- 
ed not to enjoin past violations, or because there 
had been violations in the past, but becau'se such 
violations were continuing when the bill was filed. 
It will therefore appear that by this act a com- 
prehensive plan of relief was mapped out, "to 
protect trade and commerce against unlawful re- 
straints and monopolies:" first, a orinainal prose- 
cution by the Government under sections one and 
two for all violations past and present; second, 



an injunction in equity, on complaint of the At- 
torney General under section four, against all 
present or threatened violations of the act; and 
third, a civil suit under section seven by any one 
injured against any violator of this act. 

In pursuance of the power vested in him by 
section four above quoted, George W. Wicker- 
sham, then Attorney General of the United States, 
on October 26th, 1911, filed this petition. With- 
out entering into detail, we may say it prays that 
the Federal Steel Company, organized in 1898; 
the Carnegie Steel Company of Pennsylvania, 
organized in 1890; The Carnegie Company of 
New Jersey, organized in 1890, which held the 
stock of the Carnegie Steel Company of Pennsyl- 
vania; the American Steel & Wire Company, or- 
ganized in 1899 ; the National Tube Company, or- 
ganized in 1899 ; the National Steel Company, or- 
ganized in 1899; the American Sheet & Tin Plate 
Company, organized in 1898; the American Steel 
Hoop Company, organized in 1899; the American 
Sheet Steel Company, organized in 1900 ; and the 
United States Steel Corporation, which acquired 
the stocks of said companies, be held unlawful 
monopolies, and that the United States Steel Cor- 
poration, and each and all the said units compos- 
ing it be decreed to be illegal and be dissolved, 
and that their officers and stockholders be per- 
petually enjoined. 

Seeing, then, that the remedy here sought is 
that of both dissolution and injunction, we turn to 
the statute to ascertain on what state of facts dis- 
solution should be decreed or injunction awarded. 

The words of the statute are few and clear. 
Manifestly, the trade which it seeks to protect is 
the natural and normal buying and selling of 
property, and the protection it gives is by preserv- 
ing to all engaged in such trade, this trade-right 
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of natural and normal buying and selling, free 
from unlawful restraints and monopolies. For it 
will be observed, the statute is not directed against 
all restraints and all monopolies, but ' ' against un- 
lawful restraints and monopolies." This natu- 
rally raises the practical question, what are the 
lawful restraints and monopolies which the statute 
impliedly does not forbid, and what are the un- 
lawful restraints and monopolies which it not only 
expressly forbids, but enjoins and indeed makes 
criminal? In the late case of Nash v. United 
States, 229 U. S. 373, the Supreme Court referring 
to its former decisions clearly defines what the 
statute forbids and does not f or^bid, as f oUows : 

"Those cases may be taken to have estab- 
lished that only such contracts and combina- 
tions are within the act as, by reason of in- 
tent or the inherent nature of the contem- 
plated acts, prejudice the public interests by 
unduly restricting competition or unduly ob- 
structing the course of trade." 

The present case involves the legality not of a 
contract, but of a combination, that is, the legality 
of the United States Steel Corporation, which the 
petition asks to have dissolved. Therefore, apply- 
ing the foregoing definition of the Supreme Court 
to the case in hand, the basic question for us to 
decide is one of fact, namely, whether the union 
of the several defendant companies in the United 
States Steel Corporation "prejudices the public 
interests by unduly restricting competition or un- 
duly obstructing the course of trade. ' ' The public 
interests thus prejudiced consist of — first, com- 
petitors in trade; second, the purchasing public; 
and third, the general public. For example, if this 
steel company was in any way guilty of unfair 
business competition, if it was guilty of such con- 



duct as to unfairly force a competitor out of the 
steel business, or if it unfairly prevented those 
"who wanted to go into the steel business from 
doing so, then the steel company was, in the judg- 
ment of the Supreme Court, prejudicing the public 
iaterestsi by unfairly driving individuals out of 
business or preventing them from entering it, and 
it was also injuring the public by unduly restrain- 
ing trade. So also if this steel company was re- 
stricting output in order to exact unfair prices; 
if it was buying up competing plants and dismant- 
ling them to needlessly restrict output ; if it was 
by reason of its controlling power, furnishing the 
public with inferior goods; if it was using its 
power to needlessly and unfairly reduce wages ; if 
it was seeking to deceive purchasers by a false 
appearance of competition, when in fact it owned 
or controlled such seeming competition — ^then it 
was prejudicing not only that portion of the public 
which desired to buy steel, but the public interests 
generally, by unduly obstructing the course of 
trade and thereiby preventing the steel business 
from moving in its natural and normal channel. 

A study of the various anti-trust cases shows 
that such unfair, prejudicial acts as we have thus 
instanced have been found where the Sherman 
Law has been held to have been violated. Thus 
in the Standard Oil Case, supra, page 76, the 
Supreme Court, referring to the conduct of that 
Company toward its competitors, says, — 

"We think no disinterested mind can sur- 
vey the period in question without being irre- 
sistibly driven to the conclusion that the very 
genius for commercial development and or- 
ganization which it would seem was mani- 
fested from the beginning soon begot an in- 
tent and purpose to exclude others which was 
frequently manifested by acts and dealings 
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wholly inconsistent with the theory that they 
were made with the single conception of ad- 
vancing the development of business power 
by usual methods, but which on the contrary 
necessarily involved the intent to drive others 
from the field and to exclude them from their 
right to trade and thus accomplish the mas- 
tery which was the end ia view. * * * The 
exercise of the power which resulted from 
that organization fortifies the foregoing con- 
clusions, since the development which came, 
the acquisition here and there which ensued 
of every eflScient means by. which competition 
could have been asserted, the slow but resist- 
less methods which followed by which means 
of transportation were absorbed and brought 
under 'control, the system of marketing which 
was adopted by which the country was divided 
into districts and the trade in each district in 
oil was turned over to a designated corpora- 
tion within the combination and all others 
were excluded, all lead the mind up to a con- 
viction of a purpose and intent which we think 
is so certain as practically to cause the sub- 
ject not to be within the domain of reasonable 
contention." 

Like unfair conduct toward competitors marked 
the Tobacco Case, 221 U. S. 106. It was there 
said: 

"The history of the combination is so re- 
plete with the doing of acts which it was 
the obvious purpose of the statute to forbid, 
so demonstrative of the existence from the 
beginning of a purpose to acquire dominion 
and control of the tobacco trade, not by the 
mere exertion of the ordinary right to con- 
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tract and to trade, but by methods devised 
in order to monopolize the trade by driving 
competitors out of business, which were ruth- 
lessly carried out upon the assumption that 
to work upon the fears or play upon the 
cupidity of competitors would make success 
possible. We say these conclusions are in- 
evitable, not because of the vast amount of 
property aggregated by the combination, not 
because alone of the many corporations 
which the proofs show were united by resort 
to one device or another. Again, not alone 
because of the dominion and control over the 
tobacco trade which actually exists, but be- 
cause we think the conclusion of wrongful 
purpose and illegal combination is over- 
whelmingly established by the following con- 
siderations: a. By the fact that the very 
first organization or combination was im- 
pelled by a previously existing fierce trade 
war, evidently inspired by one or more of 
the minds which brought about and became 
parties to that combination, b. Because, im- 
mediately after that combination and the in- 
crease of capital which followed, the acts 
which ensued justify the inference that the 
intention existed to use the power of the 
combination as a vantage ground to further 
monopolize the trade in tobacco by means of 
trade conflicts designed to injure others, 
either by driving com,petitors out of busi- 
ness, or compelling them to become parties 
to a combination." 

It will also be seen the evidence of intended 
monopoly and throttling of competition was 
found in the buying up of plants, not oommer- 
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cially needed, and then dismantling them. Thus 
in the Tobacco Case, supra, pages 182 and 183, 
it was said: 

"We think the conclusion of wrongful pur- 
pose and illegal combination is overwhelm- 
ingly established by the following considerar 
tions: * * * By persistent expenditure 
of millions upon millions of dollars in buy- 
ing out flomts, not for the purpose of utiliz- 
ing them, hut in order to close them up and 
render them useless for the purposes of 
trade." 

Taking steps to keep others from entering the 
business is also recited as a violation of the 
act: 

"The conclusion of wrongful purpose and 
Ulegal combination is overwhelmingly estab- 
lished by the following considerations: 
* * * By the gradual absorption of control 
over all the elements essential to the suc- 
cessful manufacture of tobacco products, and 
placing such control in the hands of seem- 
ingly independent corporations, serving as 
perpetual harriers to the entry of others into 
the tohacco trade." 

So also in the Keystone Watch Case, unfair 
conduct toward competitors constituted the vio- 
lation of the statute. Speaking for this court 
Judge McPherson there said: 

"Beginning in 1904, or thereabouts, it 
made several attempts — ^perhaps not very 
numerous, but numerous enough — that 
showed a definite purpose to restrain trade 
by attempting to fix amd maintain prices, and 
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by using a species of boycott or blacklisting 
in order to lessen the trade of its rivals. 
We shall not stop to detail tlie attempts of 
this character that were made during the 
period from 1904 to 1910, because the policy 
and system to which we refer were mani- 
fested with unmistakable distinctness in the 
latter year, and were carried on with vigor 
and persistence. * * * Now what the de- 
fendant company did was either to close 
these already existing and already utilized 
outlets, or to narrow them materially, so far 
as the (watch) cases of its competitors were 
concerned; and we think the proposition need 
not be discussed, that this was pro tanto a 
direct and unlawful restraint of trade." 

So also amongst other factors which tended to 
show a violation of the statute, reference was 
made to the Tobacco Case, page 174, to the 
maintenance of a false appearance of competi- 
tion: 

"The record indisputably discloses that 
after this merger the same methods which 
were used from the beginning continued to 
be employed. Thus, it is beyond dispute, 
* * * that the new company has besides 
acquired control of eight additional concerns, 
the business of such concerns being now car- 
ried on by four separate corporations, all 
absolutely controlled by the American To- 
bacco Company, although the connection as 
to two of these companies with that corpora- 
tion was long and persistently denied." 

In the Powder Case, oppression of competitors 
existed and was thus referred to. Judge Lanning 
speaking for this Court: 
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"The association of manufacturers of 
powder and other explosives had probably 
never been stronger than it was in February, 
1902, when the change in the management of 
the DuPont Works took place. It had for 
years arbitrarily fixed prices in the different 
parts of the United States, waging a dis- 
astrous war against competitors until they 
were coerced into terms satisfactory to th^fi 
association or brought into the association. 
* * * Measures were often devised to 
limit the output of members of the associa- 
tion and to crush competition by manufact- 
urers not members of the association." 

The tests of the violation of this statute having 
then, as we have seen, been adjudged by the Su- 
preme Court, Nash v. United States, supra, 
namely, whether the acts in question "prejudice 
the public interests by unduly restricting compe- 
tition or unduly obstructing the course of trade," 
it would appear the questions of fact for us to 
determine from the evidence are these : 

First: Was the Steel Corporation, when this 
bill was filed in 1911, prejudicing the public in- 
terests by unduly restricting competition or un- 
duly obstructing the course of the steel and iron 
trade, between the states or with foreign nations ? 
If this question be answered, yes — the law was 
then being violated and an injunction should is- 
sue to restrain present and future violations. 

Second : Did the Steel Corporation, when it was 
formed in 1901, either by the intent of those form- 
ing it, or by the inherent nature of that com- 
pany's contemplated acts, prejudice the public 
interests by unduly restricting competition or un- 
duly obstructing the coursie of the steel and iron 
trade, interstate or foreign? If this question be 
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answered, yes — then the law was violated and the 
Steel Corporation must be adjudged originally 
illegal. If illegal, it must be dissolved, because 
only thus can its inherent nature be prevented 
from continuing to work further violations of the 
statute. On the other hand, if these questions 
are negatived, then the Steel Corporation should 
not be dissolved, but permitted to pursue that 
usual course of trade, which it was the purpose, 
as we have seen, of this statute to protect. It 
will thus be seen that, as stated at the outset, this 
case is practically one of business facts. 

Turning, them, to the first question, let us ad- 
dress ourselves, first, to the iron and steel trade 
here in the United States and inquire whether 
the evidence satisfies us that the Steel Corpora- 
tion when this bill was filed in 1911 was then 
prejudicing the public interests by unduly re- 
stricting or unduly obstructing the steel and iron 
business of the United States? In considering 
that question, a number of fields of inquiry nat- 
urally suggest themselves. Had this company in 
1911 a monopoly of the steel and iron trade of 
the country? What had been and was then its 
business conduct toward its competitors? "Was 
it fair or unfair? Had it forced or was it forc- 
ing others out of the steel trade by unfair con- 
duct? Had it prevented others from entering it? 
Was it then exacting, or had it exacted from the 
public undue prices for its product? Had it 
lowered the character of its product? Had it cut 
down, or was it cutting down, its output so as to 
restrict proper supply? Had it taken advantage 
of its power to unduly reduce wages? All these, 
as we have seen, from the Standard Oil, the To- 
bacco, the Powder, and the Keystone Watch 
cases, were inquiries by which the question could 
be determined, whether the Steel Corporation was 
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acting as the Supreme Court said in the Standard 
Oil Case, page 58, with "the legitimate purpose 
of reasonably forwarding personal interest and 
developing trade," or, on the other hand, "with 
the intent to do wrong to the general public and 
to limit the right of iadividuals. " 

Now as trade is a contest for it between differ- 
ent persons and the gain of that trade by one 
means the loss of it to another, it foUows that the 
person who best knows whether the man who 
gained it gained it fairly, is the man who lost it. 
If there is monopoly, if unfair business methods 
exist, if the course of trade and fair trading is 
throttled, we can find proof of it from business 
competitors. Trade competitors are the first to 
feel the pinch of unequal, unfair and undue re- 
straint of the natural and normal course of trade. 
Being the first to suffer, they are the keenest to 
condemn. Turning, then, to this Steel Corpora- 
tion's competitors, let us decide from the proofs 
whether the Steel Corporation had, when this bill 
was filed a monopoly of the iron and steel busi- 
ness of the United States. 

We turn, first, to finished roll products because 
they are the basic supply to the vast number of 
varied industries throughout the country depend- 
ent thereon. If all these minor industries are de- 
pendent on a monopolized source of an indispens- 
able base, we can say without going further that 
not only such industries, but the general public, 
are prejudiced. For as said and held by the Su- 
preme Court in the Tobacco Case, wrongful pur- 
pose and illegal combination are established "by 
the gradual absorption of control over all the 
elements essential to the successful manufacture 
of tobacco (steel) products." Indeed, the im- 
portance of such basic supply in the independent 
steel trade is shown by the fact that in the Con- 
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gressional investigation of the Steel Corporation, 
made by Congress by resolution of January 28, 
1905, hereafter referred to, the second inquiry 
there ordered was, — "To what extent said cor- 
poration and its associates control the output and 
prices of the finished products made by independ- 
ent companies dependent upon it for their raw 
materials." What, then, are the facts in reference 
to finished roll products? In that regard, the 
evidence (see Summary in Statement of Case, 
page 41) is that in 1911, the finished roll product — 
which excludes pig iron, steel castings and in- 
gots — of the United States (using in this opinion 
when quoting figures round numbers, and by the 
term "Steel Company" or "Steel Corporation" 
meaning the United States Steel Corporation), 
was nineteen million tons. Of this tonnage the 
competitors of the Steel Corporation produced 
54%, or ten million three hundred thou- 
sand tons, while the Steel Corporation made 
eight million seven hundred thousand tons. But 
not only did its competitors produce in 1911 the 
major part of the country's finished roll product 
as above, but, judging from the past, the present 
proportionate lead of the competitors bids fair to 
increase. In 1901, when the Steel Company was 
formed, the total finished roll product of the 
United States was thirteen million tons. This 
was substantially divided between 49.9% 
made by its competitors, and 50.1% by the 
Steel Company. While both together have since 
increased the nation's product from thirteen to 
nineteen million tons, yet of this six million in- 
crease its competitors produced three million four 
hundred thousand tons to the Steel Company's 
two million six hundred thousand tons. 

Taking steel ingots, another basic supply on 
which great numbers of finishing industries are 
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ultimately dependent, we find (Statement of Case, 
page 406) that while in 1901, of the thirteen 
million tons of the total American ingot produc- 
tion, the competitors of the Steel Compajiy only 
made four and a half million tons, as against the 
Steel Company's eight and a half millions, yet by 
1911, in the country's vast increase from thirteen 
to twenty-four million tons, the competitors had 
increased their production by six and a half 
million tons, while the Steel Company had only 
increased four and a half millions. In other 
words, while the Steel Company produced, in 1901, 
60% of the country's ingot production, it was pro- 
ducing but 54% in 1911. 

In pig iron, the basic supply of foundries, finish- 
ing mills and other dependent industries, the re- 
lations were slightly the other way. In 1911, out 
of a total east of twenty-two million tons of pig 
iron (S. C. page 405), only twelve millions, or 
54.8% were made by competitors of the Steel Com- 
pany, as against nine millions, or 56.8% made by 
such competitors in 1901, out of a total of six 
millions; a decrease of 2%. 

These facts and figures, bearing on basic sup- 
plies of the coimtry's dependent iron and steel 
industries, satisfy us that there is no monopolis- 
tic control anywhere of such basic factors as in- 
gots, pig iron and rods, and the testimony here- 
after referred to satisfies us that any substantial 
producer of such basic articles can, by selling such 
products at such lower price as he sees fit, compel 
all producers of such supplies, including the Steel 
Corporation, to also lower their prices. So also 
monopolistic control of finished steel articles in 
wide use would be a matter of grave public preju- 
dice. Taking, for example, wire production, in 
which, through fencing, nails, and the great range 
of articles made from wire products, so many 
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people are interested. Wlien the Steel Corpora- 
tion was formed in 1901, of the nine million kegs 
of wire nails then made in the United States, the 
competitors of the Steel Corporation made three 
million kegs, the Steel Corporation six. By 1911, 
the country's production had grown to thirteen 
millions, but of the three and a half millions of 
increase, the Steel Corporation made one million, 
as against its competitors making two and a half 
milhon. The net result was that when this bill 
was filed, the Steel Corporation's competitors had 
six and a half million, and the Steel Corporation 
seven million of the country's total production of 
thirteen and a half million kegs. So of wire net- 
ting, fencing and other wire products in general 
use. The general average of the nation's total 
production made by competitors when this bill was 
filed was 78%. It will be seen that in this 
particular respect, due no doubt, as we shall see, 
to the growth of its foreign trade in wire prod- 
ucts, the Steel Corporation had slightly increased 
its proportion from 20% of the total prod- 
uct in 1901, to 22% in 1911. But at the 
same time it will be noted that as the very large 
part of the Steel Corporation's increase in wire 
products was made in foreign trade, (the proofs. 
Vol. 10, page 3,902, show that only 42%, 
of the Steel Corporation's wire product of 1911 
was sold in the United States) it was in 1911 mak- 
ing relatively much less of the wire products con- 
sumed in the United States than it was in 1901. 

In the important item of structural steel used 
in bridges, steel frame buildings, steel car frames, 
etc., the Steel Corporation's competitors produce 
about 67%, the Steel Corporation 33%. And for 
the same reason as shown above, in the growth of 
the foreign trade, it will be seen by an analysis 
of Defendant's Exhibit, vol. 3, page 317, and 
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vol. 2,. page 204, that in structural shapes, as in 
wire products, the Siteel Company, was iu 1911, 
making relatively less structural articles of this 
country's consumption than it was in 1901. So 
also in steel rails. In 1901, the competitors of 
the Steel Company made one million one hundred 
thousand tonsi of steel rails, the Steel Company 
one million seven hundred thousand. In 1911, its 
competitors made one million two hundred thou- 
sand tons, an increase of one hundred thousand 
tons, while the Steel Company made one million 
six hundred thousand tons, a decrease of one 
hundred thousand tons. 

Summarizing our study of the proofs of this 
general subject, of the relative part of the Steel 
Company and its competitors in the total iron 
and steel production of the country and their 
relative part in the home market, we find that, 
taking the ten years from 1901, when the Steel 
Company was formed, until 1911, when the At- 
torney G-eneral filed this bill to dissolve it, its 
competitors starting in 1901, with making 49.1% 
of the nation's production of finished roll pro- 
duct, including structural materials, rails, sheets, 
rods and bars, had by 1911 so increased their 
relative proportion that they were then produc- 
ing 53% of the nation's iron and steel output. 
And confining ourselves for the present to the 
production of 1911 used in the trade of the 
United States, which alone we are now consider- 
ing, we find that the total amount of such iron 
and steel products in the whole market in that 
year, nearly sixty per cent, of it was produced by 
the competitors of the Steel Company. These con- 
clusions, based as they are on proven, practical 
business facts and figures, show a strong trend 
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away from any monopolistic absorption or trade- 
restraining control of iron and steel manufacture 
or markets of the United States by tbe Steel Cor- 
poration. On the contrary, these figures show 
a strong trend in that manufacture and market 
toward an even greater absorption thereof by the 
virile and growing competitors of the Steel Com- 
pany. And this leads us, in an adequate discus- 
sion of the case, to at this point take up the 
character of the competition in the steel and iron 
business in this coimtry, for we may rest assured 
of the practical fact that where in any business 
there exists a healthy, normal, unrestrained and 
virile competition which all are free to enter, the 
individual has full freedom of business oppor- 
tunity and the public is in no danger of prejudice 
from monopoly or trade restraint. 

When the steel business of the United States 
is referred to, one thinks of it as practically 
being in the hands of the United States Steel 
Corporation. Circumstances have made this 
natural. The manufacture of iron and steel in 
their basic form is confined to local districts. 
Outside of these localities and outside of those 
engaged in the steel business there was, prior 
to 1901, but little general knowledge or apprecia^ 
tion of its magnitude and its basic relation to 
the general business of the country. When, 
therefore, this great steel company was quickly 
formed in that year and became at once the 
largest corporate capitalization known, it natur- 
ally and at once became associated in the general 
mind with absolute, monopolistic control. But 
the fact that the Steel Corporation after due 
selection by it of such lines of finishing mills 
as were deemed necessary to carry out its plans, 
left outside of it a most strenuous body of strong 
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competitors was not then generally recognized. 
The names, location and resources of those great 
competitors were not then and indeed are not 
now known to those outside the steel and iron 
business. Nor was the significance of the anti- 
monopoly, competitive powers and policies of 
such competitors appreciated. Indeed, the busi- 
ness fact above found, namely, that in 1911, 
when this bill was filed, the competitors of the 
Steel Company were making and marketing 
nearly 60% of the steel and iron produced in 
the United States would surprise many. Since 
therefore the gist of monopoly is the suppres- 
sion of competition, we deem it pertinent to as- 
certain from the proofs the character and steady 
increase of competition in the iron and steel 
business since the Steel Corporation was formed. 
In doing this, we here note of its great competi- 
tors such only as have, in the ten years of com- 
petition between them and the Steel Corporation, 
made a higher proportionate gain of business 
than the Steel Corporation itself. 

Taking the Steel Corporation as the basis of 
comparison, we may say that while the proofs 
show a very material increase of forty odd per 
cent, in the Steel Corporation's business from 
1901 to 1911, yet this very substantial increased 
percentage of the Steel Corporation's own busi- 
ness was less than that made by each of eight of 
its great competitors as follows : 

Cor^pany Location '"SSlZ " JfTSf^ 

Bethlehem Steel 

Company So. Bethlehem, 1901 tol913 37797% 

J ,. „ Penna. ' ' 

Indian Steel Co. Indiana Harbor, 1901 to 1913 1495 9% 

Indiana ' ' 

TOT L,- Wheeling, W. Va. 1901 to 1913 4634% 

cT^l^.H'^^^^n P'«s''"'-gh. Pa. 1901 to 1912 ^067% 

Cambria Steel Co. Johnstown, Pa. 1901 to 1913 155 5% 

RepubHc Iron '^"'"°' ^°'°- ^^^ *° '^'^ ^^l^ 

LafkalSa Steel ^°""^«*°-«' O- 1901 to 1912 90.8% 
Company BuflFalo, N. Y. 1901 to 1911 63.2% 
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TaMng up these companies one by one, it will 
be seen that in location, facilities, capital and basic 
supplies they show such strong past, present and 
prospective competition as affords just ground for 
concluding that the steel and iron business of this 
country is not being, and indeed cannot be, mon- 
opolized by the Steel Corporation. For the real 
test of monopoly is not the size of that which is 
acquired, but the trade power of that which is not 
acquired. 

Turning first to the Atlantic seaboard, we find 
there a competitive group composed of the Beth- 
lehem Steel Company, the Pennsylvania Steel 
Company and its subsidiary, the Maryland Steel 
Company. The two latter companies are addi- 
tional to the above list, and are here referred to 
only to note their tidewater location as an advan- 
tage which the Steel Corporation with its inwardly 
located works does not possess. The works of the 
Pennsylvania Steel Company are near Harris- 
burg, Penna., and those of the Maryland Steel 
Company, at Sparrows Point, near Baltimore. 
These two companies have a combined capital and 
surplus of some sixty-six million dollars, and with 
large extensions (vol. 20, p. 7978) in view. Their 
ore supplies are drawn from the great Cornwall 
ore beds of eastern Pennsylvania and from Cuba 
where they have inexhaustible supplies of Bes- 
semer ore, which can be worked by steam shovels 
and are close to tide water. Three matters have 
impressed us in reference to this seaboard com- 
petition : first, that the eastern seaboard iron and 
steel competition of the Steel Corporation has an 
ore supply wholly independent of Lake Superior ; 
second, that their location near the seaboard gives 
in many cases substantial freight advantages over 
the Steel Corporation ; and thirdly, that the great- 
est advance in ore and steel production in the past 
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ten years has 'been made by a seaboard competitor 
of the Steel Corporation, the Bethlehem Steel 
Company. And as bearing on the question of the 
alleged object of those who originally formed the 
Steel Corporation to monopolize and unduly re- 
strain competition and obstruct trade, it is to be 
noted that the striking growth and devielopment 
of the Bethlehem Company was undertaken by one 
who helped form the Steel Corporation, who serv- 
ed as its first President, and who, if the object for 
which the Steel Corporation was formed was to 
monopolize the iron and steel business or to re- 
strain trade, was warned of that intent. That such 
a man should attempt to build up a competitive 
business and succeed in expanding it as has been 
done, shows that he at least was convinced that 
the field of fair, free and full competition was open 
to bim and others who desired to enter the steel 
business, and that the Steel Corporation had 
neither the business purpose nor the business 
power to monopolize the steel business or to 
throttle the growth of competition. 

As we shall see later, the market reach of basic 
iron and steel plants is measurably restricted to 
its own district by freight limitations. (Stev- 
enson, vol. 3, p. 1084; Gary, vol. 12, p. 4834; King, 
vol. 6, p. 2076; Thompson, vol. 22, p. 9141). The 
supplies from which steel is made and the basic 
articles into which it is turned are of such bulk 
and weight as to thus localize or restrict their 
markets. Freight forbids such heavy product be- 
ing hauled to far-removed markets. The exist- 
ence and maintenance of strong competitive steel 
production on the seaboard is therefore a mat- 
ter of grave import to the great section of the 
United States immediately tributary to the Atlan- 
tic coast. Into this seaboard region the Steel Cor- 
poration enters under freight burden, its bulk 
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mills being substantially in tbe Chicago and Pitts- 
burgh districts. The proofs show that its seaboard 
competitors named have, as noted, abundant ore 
supplies, cheap water freights and a great acces- 
sible surrounding market. Without entering into 
detail, we refer to some suggestive facts in the 
proofs. For example, the proofs (vol. 10, p. 4028) 
show that the Maryland Steel Company, through 
its coast line water freight of $2.50 per ton, so 
covers the territory supplied by Mobile, Galves- 
ton and other Gulf of Mexico distributing points 
as to exclude from that territory even the product 
of the Tennessee Coal and Iron Company, now 
owned by the Steel Corporation, which pays a 
railroad freight of $3.40 per ton>. The proofs 
(vol. 18, p. 7248), further show that with the en- 
largement of the Erie Canal System, Lake Su- 
perior ore will be canal-freighted from Buffalo to 
New York at 28c. a ton less than the same ore is 
rail-freighted from Lake Brie ports to the Pitts- 
burgh District. With the enlargement of that 
Canal, the proofs are (vol. 18, p. 7283), that blast 
furnaces are now planned for location on sea- 
board waters in New York Harbor limits. And 
it should be here noted that the proof is (vol. 11, 
p. 4182), that the whole, steel industry of the 
United States could be dupulicated on the Atlan- 
tic seaboard and inland (vol. 11, p. 4178) as far 
as Pittsurgh, and could be run on ores brought 
from Chili and BrazU alone. Lake Superior ores 
of the same metallic unit grade as the Brazilian 
would, in the view of the Michigan Tax Commis- 
sion (Government's Exhibits, vol. 10, p. 2435), 
cost seven dollars a ton delivered at the Atlantic 
seaboard as against ore of three dollars from 
Brazil, which the report states has "a tremendous 
field of high-grade Bessemer iron ores running 65 
to 08% metallic iron." As to the Cuban ore the 
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proof (vol. 17, p. 6862) is "The total cost will 
not in any ease exceed $2.25 per ton, and in ordi- 
nary shipping seasons will probably not exceed 
$2.10 per ton. This means that the ore reaches 
Philadelphia at a net cost of 4 cents per unit of 
iron. It is the cheapest ore snpply in the world 
delivered at eastern Atlantic ports or in G-erman 
or English ports. * * * In normal years 
Lake Superior ores at the extreme eastern points 
at which they could possibly be shipped to meet 
eastern or foreign ores would have to get a price 
of nine cents a unit in order to compete." These 
facts and figures show that there is no basis on 
which to attempt ore monopoly. The proofs fur- 
ther show that to adequately enter this seaboard 
territory and meet the competition of those lo- 
cated on the seaboard, the Steel Corporation was 
forced to establish large local distributing ware- 
houses on the seaboard. For example (vol. 10, 
p. 4060), the Corporation established, amongst 
several others, warehouses on the Atlantic coast 
near New York, carrying $2,000,000 and one at 
San Francisco carrying $4,000,000 of diversified 
steel products. 

Proof of the strength and growth of this sea- 
board competition is found in the record of the 
Bethlehem 'Steel Company. That Company in 
1901, its first year of competition with the Steel 
Corporation, made 18,000 tons of finished steel 
product, which was largely confined to rails. By 
1913, it had increased its product to 700,000 tons 
During that time it had also (King, vol. 6, p 
2120) , entered into competition in structural steel 
armor plate and varied steel products. Indeed 
its chief products, structural steel, (vol. 11, p 
4149) and open-hearth rails (vol. 11, p. 4150) 
of which it is making 200,000 tons, have been de- 
veloped since 1908. From four thousand em- 
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ployees it has grown to fifteen thousand. It has 
in view (vol. 11, p. 4336) further integration to 
the extent of making all the finished products 
made by the Steel Corporation. Its ore supply of 
a million and half tons a year comes from Sweden, 
from the Adirondack regions in New York, from 
Chili and from Cuba, where it has practically in- 
exhaustible reserves. The proofs as to these 
Chilean ore fields show that this Corporation and 
other tide- water steel plants are wholly independ- 
ent of Lake Superior reserves. The Chilean beds 
outcrop ; they are stripped instead of mined ; they 
are within a short distance of the coast to which 
they are gravity-dropped. They are magnetic 
hematite and dry — a great saving in transporta- 
tion, as will be appreciated by those familiar with 
the wetness of Lake Superior ores which necessi- 
tate the carrying of thousands of tons of water. 
The proofs show the substantial character of this 
competitor, with a surplus and capital of $55,- 
000,000, and further integration in view. 

Eeferring at this point to the existence of a 
fair and open competitive field, as sensed by prac- 
tical men in the iron and steel industry, we gain 
light from the proofs in reference to the Youngs- 
town Sheet & Tube Company of Youngstown, 
Ohio. That company does not appear in the fore- 
going list because it came into existence after the 
Steel Corporation was formed. It is an inland 
company; its ore supply is from Lake Superior. 
It started the year after the Steel Corporation 
was formed. It purchased its reserve ore supply 
in 1903. It began with an investment of $600,000 
which in the succeeding years has been increased 
to over $29,000,000. By 1913 it had an annual 
capacity of a million tons of ingots and sold that 
year over 800,000 tons. This company is cited 
as evidencing three things ; first, that the men in 
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tlie steel and iron trade, immediately after the 
Steel Corporation was formed, felt they had the 
opportunity to enter and prosper in the steel and 
iron business, both in the home and (Manning, 
vol. 19, p. 7968) foreign markets; second, they 
felt secure about their basic ore supply; and 
third, they were free to and did build up a great 
business in making steel ingots, one of the pri- 
mary products or bases. 

Coming next to the Pittsburgh District, we find 
a strong competitor of the Steel Corporation in 
the Jones & Laughlin Company, which, at the 
time of the Steel Corporation's formation, the 
proofs show (Gov't. Ex., vol. 4, p. 1513) was then 
so integrated as to make "a, greater variety of 
product than any other steel or iron company in 
the country," In 1901, its finished product alone 
was nearly one-half million tons. By 1912, it 
had increased that production to one and a ha!lf 
million tons. During that time it had integrated 
still further by building large additional works 
and had (King, vol. 6, p. 2120) entered into com- 
petition with the Steel Company and others in 
the manufacture of tin plate and wire rods. Like 
all these other competitors mentioned, the Jones 
& Laughlin Company is thoroughly "integrated", 
that is, it has its own basic supplies and carries 
on its work in continuous process from ore to 
diversified finished steel products. It has large 
reserve holdings of ore in the Lake Superior re- 
gion, and an ore fleet on the Great Lakes with a 
carrying capacity of 40,000 tons. It has over fifty 
millions capital and a large surplus. 

Going east, we find at Johnstown, Pennsylvania, 
the Cambria Steel Company a strong company 
also thoroughly integrated, and with an invest- 
ment of nearly seventy millions. From 400,000 
tons finished product in 1901, Cambria increased 
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to nearly 1,200,000 in 1913, and it has (vol. 6, p. 
2199) further improvements in view looMng to 
a large increase in its output. It has a fifty years 
supply of Lake Superior ore, and a Lake fleet of 
a capacity of 50,000 tons. At this point, the 
President of this Company might be quoted. He 
■was called as a witness both by the Government 
and the Steel Company. His testimony is en- 
lightening, as showing that his and other com- 
panies in the steel business feel the Steel Cor- 
poration has; no power, etven if so disposed, to 
monopolize, restrict or stop their business. We 
quote (vol. 28, p. 12,034) from his testimony: 

"Q. Have or not the leading competitors 
of the Steel Corporation, since 1901, in- 
creased their capacity or further integrated 
or added to their holdings of ore or coke? 

A. Oh, yes, sir; there have been a great 
many new properties secured by the other 
companies), and a large number of develop- 
ments in both the eoMng regions and the ore 
regions. 

Q. And what would you say as to their 
progress, if they have made any in the mat- 
ter of integration and diversification of 
products ? 

A. I think all of the companies have ex- 
panded and improved their plants and 
strengthened their holdings of raw material. 

Q. In your testimony for the Government, 
referring to Jones & Laughlin, the Lacka- 
wanna, Cambria, the Eepublic and perhaps 
others, you stated as follows : 

'I do not think that there is any one of 
those companies that could not compete with 
the United States Steel Corporation and 
compete successfully. ' 
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You were not then asked to give jour rea- 
sons for that opinion, be good enough to give 
them now? 

A. It is a very simple proposition to build 
a furnace and steel plant, or finishing mills 
fully the equal of the Steel Corporation's and 
labor can be employed at exactly the same 
price, and there is absolutely no difficulty 
in producing the various products at prac- 
tically the same cost. 

Q. Has the Steel Corporation any such ad- 
vantage owing either to its size, the extent 
of its integration or any other circumstance, 
as would enable it to put its competitors out 
of business, did it choose to do so ? 

A. No, sir. It would be impossible for it to 
do so without committing suicide. 

Q. Why? 

A. Well, their product is practically sold in 
this country— of course, they do a small ex- 
port business— but they sell to the same 
people that we do, and we sell to the same 
people that they do, and if they would make 
prices so low that we could make no profit 
on it, there would be nothing left for the Steel 
Corporation ; and if they would undertake to 
put us out of business by selling below our 
cost, they would be selling below their cost, 
so that I cannot see how it would be possible 
for them to put a well-managed concern out 
of business. 

Q. Could the Steel Corporation confine any 
destructive warfare which it might under- 
take to any one competitor? In other words 
could they wage a warfare against the Cam- 
bria or Jones & Laughlin, or any of the other 
considerable concerns without involving the 
rest of their competitors? 
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A. No, sir ; that would be impossible. 

Q. Coiild tbey confine any warfare tbat they 
migbt undertake either against a single com- 
petitor, or against all other competitors to 
any particular locality? 

A. No, sir; because the markets are all 
affected in sympathy, and if the price was 
made below cost in one market only, we could 
go to the other ; we would seek other markets. 

Q, Why do you say that the Steel Corpora- 
tion could not make war against one competi- 
tor only without involving the rest of them? 

A. Because, for instance, we all sell to prac- 
tically the same class of trade, to the same 
customers. We sell to many people who buy 
from Jones & LaughHn and the Steel Cor- 
poration and The Eepublic and the Inland 
Steel Company, and various other companies, 
so that it would be impossible to pick out the 
customers of any one manufacturer, and you 
cannot affect the price in one market without 
affecting it in all the other markets in the 
country. 

Q. Has the ability of the Steel Corpora- 
tion to resist any such warfare increaseid 
since 1901 ? Are they any better able to take 
care of themselves in such warfare now than 
they were in 1901? 

A. No, sir; I would say that they are not. 
I do not fear the Steel Corporation as much 
as I fear other competition." 

Without going into detail as to the other com- 
panies in the foregoing list, we may refer to the 
Colorado Company, whose market, the proofs 
show, (vol. 26, p. 10,935) covers the United States 
west of the Mississippi. This company is integ- 
grated, is independent of the Lake Superior ore, 
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has more than sixty years supply of its own ores 
in Wyoming, New Mexico and Utah; and has 
largely expanded its plants since 1901. It has 
resources of eighty million dollars and its finished 
product has increased from about 200,000 tons in 
1901, to about 500,000 tons in 1912. This Com- 
pany has, by its western location (vol. 26, p. 10, 
937) a freight advantage over the United States 
Steel Corporation and all other eastern competi- 
tors in selling rails to most of the railroads west 
of the Mississippi. 

The history of the next company is illustrative 
of the feeling of confidence and security among 
practical steel men, which warranted them in mak- 
ing since the Steel Corporation was formed large 
expenditures and entering into competition in the 
steel business. The Republic Iron & Steel Com- 
pany of Toungstown, Ohio, was iu 1901, engaged 
principally in maldng iron. Its finished product 
that year was some 500,000 tons. It has since ex- 
pended $25,000,000 in changing its business from 
iron to an exclusively steel one. Like all other 
steel makers, the Republic Company's policy has 
been one of simply following the progressive and 
universal practice of integration incident to the 
development of the use of steel. The Republic 
Company's process of integration, its President 
(Vol. 2, p. 732) well describes : 

"We have practically ehminated all our 
scattered iron mills, have concentrated them 
in the operation at a few points of produc- 
tion. So today we produce practically but 
little iron and are manufacturing about a 
million tons of steel per annum. This is 
what we call an integrating process; that 
was part of it, the addition of the mineral 
and coke and blast furnaces and balancing 
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up operations generally, completing the in- 
tegrating process. * * * This integrating 
process that I speak of attended our develop- 
ment of the steel end of our business. We did 
not neeii it so much when we were simply 
manufacturing iron. It was done for 
economic and trade reasons on account of the 
increased demand for steel and the decreased 
demand for iron." 

The Republic has increased the range of its 
product and production until it is now a million 
and a quarter tons and extends (vol. 28, p. 11, 
999) all over the United States and Canada. It 
has gone into the Birmingham, Alabama^ field, 
where it has plants, as well as in Pennsylvania, 
Missouri, Illinois, Indiana, Iowa, and Michigan. 
It has acquired forty million tons of Lake Su- 
perior ore reserve and eighty milhon in the 
Birmingham district and has a Lake fleet of 
18,000 tons. Its growth during this time was 
such (Topping, vol. 2, p. 735) that it is produc- 
ing l/25th of all the steel produced in the United 
States and l/30th of all the iron. From a study 
of the testimony there is no doubt that the men 
who made these large expenditures in 1906 were 
satisfied that the field of fair business competi- 
tion in the iron and steel business was open to 
them. These expenditures were made in com- 
pletely integrating its manufacturing facilities. 
This integration consisted (vol. 22, p. 9131) in 
increasing its blast and open-hearth furnaces and 
ore supply and carrying their basic product for- 
ward to completion by additional plants which 
included finishing mills for merchant bar, for 
sheet bar, for billets, and for plate, in addition to 
galvanizing works, rivet, spike, bolt, and nut de- 
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partments and by-product coke works. They have 
no more to fear from the cempetition of the Steel 
Corporation than they have from that of any other 
of their other competitors. The testimony of 
this Company's President, who like the Cam- 
bria's President, was called as a witness both by 
the Government and the Steel Company, is in- 
structive on that point. It is: 

"Q. Where is the market for your product? 
A. All over the United States and Canada. 
Q. Has the Steel Corporation in your opin- 
ion power to put the Republic out of busi- 
ness? 
A. I think not. 

Q. Has it the power to put its competitors 
generally or any of its principal competitors 
out of business ? 
A. I would say not. 

Q. What is your reason for thinking that 
they have not that power? 

A. I would have two reasons: One, that 
they have not the physical ability- to do it, 
and secondly, if they attempted it they would 
involve their own market to such an extent 
that they would suffer equally with us. What 
I mean by physical is this. Their principal 
competition, companies like ourselves and 
others as strong as we are, are properly in- 
tergrated; in other words, being self-con- 
tained on raw material, well equipped, and 
at least very well managed and properly 
financed, so that a combination of that kind 
would give us as much power to produce 
within somewhere a close approximation of 
their cost; at least their difference would 
not be so great that they could put us out 
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of business. They have some advantages 
and so have we. 

Q. Now, as to your second reason, that it 
would involve them in loss as well as you, 
what do you mean by that? 

A. Well, to illustrate, we might have a 
customer, we will say, in Michigan, engaged 
in the manufacture of agricultural imple- 
ments, and another one in lUiiiois or Indiana, 
If we should seU in Michigan steel bars and 
plates that enter into the cost of production 
of a machine at a less price to A in Michi- 
gan than we do in Illinois, we would proba- 
bly soon hear from B in Illinois, because 
those two men would naturally compete in 
the general market of the United States with 
their machinery. So it would be with all 
other fabricated products made from steel, 
the markets are interrelated and interlaced 
to such an extent that you cannot reduce 
prices, in my judgment, in one market, with- 
out affecting in a short time the market else- 
where for the same commodity. 

Q. Could the Steel Corporation localise a 
destructive warfare against its competitors? 

A. Not in my opinion. 

Q. Why not, if there is any other reason 
than you have already indicated? 

A. I should say that the reason I have al- 
ready indicated would be a complete answer 
to that thought. There is a sympathetic re- 
lationship existing between all markets that 
is so close that my experience would compel 
me to say that you could not affect the price 
in Chicago without affecting the price in New 
York ; as a matter of fact, that is the experi- 
ence that we have had. 
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Q. And could the Steel Corporation wage a 
destructive warfare against any one of its 
competitors without involving all of them? 

A. No; I will say not." 

The same confidence to enter into competition 
thus evidenced in the Eepuhlic Company was also 
shown by the Inland Steel Company of Indiana. 
That Company has expanded its investment from 
some four millions to twenty millions. It has ac- 
quired Lake Superior ores and a Lake fleet of 
considerable capacity. Asked the question (vol. 
22, p. 9144) :— 

"From your knowledge of the iron and 
steel business, the relative capacities of those 
engaged in it, the capitalization of the United 
States Steel Corporation, its ownership of 
railroads, its connection with financial inter- 
ests, state whether or not in your judgment 
it has the potentiality, if it uses it, to destroy 
its competitors?" 
Its President testified 

" A. No ; that is absurd. They cannot do it. 
I think it is a physical impossibility. I can- 
not imagine how they could do it. 

Q. Is there any possible doubt in your mind 
of the ability of the Inland Steel Company to 
maintain itself in any kind of competition? 

A. Well, that is what we are aiming to do. 
We think so. We think we are getting as well 
prepared as most of our competitors by the 
money we have spent there; and I believe it 
has been spent on the right lines. I know 
that we would not change any of it if we had 
it to do over again, as far as we have gone. 

Q. And you are well integrated, as you have 
stated? 
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A. Yes ; we did the best that it was possible 
to do. 

Q. Mr. Thompson, you stated in answer to 
my question a short time ago, that the com- 
petition between the Inland Steel Company 
and these other companies bad been active in 
the territory that you serve? 

A. Yes, sir. 

Q. Wbat do you mean by 'active'? 

A. Always at it. We were always trying 
to get business. I don't know how to express 
it any stronger than to say that we were all 
looking for trade in an active way, all the 
time, keeping ourselves posted on conditions 
and soliciting business from just such men as 
the witness who was examined here this morn- 
ing and from other railroads; I say it is 
active because we are always at it — all of us." 

We have referred above to competitive steel 
conditions on the Atlantic seaboard as shown by 
the proofs. Those proofs also sbow (Pigott, Vol. 
26, p. 11,066) how competition to the Cambria, 
Jones & Laughlin and the Steel Corporation has 
grown on the Pacific Coast. This competition bas 
increased since tbe Steel Corporation was formed. 
Mr. Pigott testifies bis Company has built at San 
Francisco open-bearth furnaces with a capacity 
of 30,000 tons; bar mills, with 30,000 tons ca- 
pacity; and at Seattle a rail re-rolling mill with 
a capacity of 30,000 tons. For its basic supply 
this Company is wholly independent of the Steel 
Company, Jones & Laughlin, the Cambria Steel 
and all eastern companies doing business on the 
Pacific coast. This is clearly shown by the proofs. 
This Company gets one-haJf of its pig iron from 
China and the balance from the Eepublic Com- 
pany and the Tennessee Coal & Iron Company. 
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The proof (vol. 10, p. 3887) that the freight 
paid to deliver The Tennessee Company pig iron 
from Birmingham, Alabama, to San Francisco is 
$10.08 per ton. The proofs further show (p. 
3889) that the Chinese pig iron is delivered at 
Pacific coast points at a freight rate of $3.70 per 
ton. If to this $3.70 be added the price of the pig 
iron, $6.20 per ton, it will be seen that the Chinese 
pig iron at $6.20 plus freight $3.70, $9.90, can be 
paid for and delivered on the Pacific coast for 
about the amount, $10.08, the Eepublic and the 
Tennessee Company pays for freight alone. As 
the proofs (p. 3887) further show that pig iron 
from India is being delivered in San Francisco 
from Calcutta at an expense of $12.38 per ton, 
namely, price of pig iron, $5.40, plus freight, $6.98, 
it will be seen that the future basic supply of this 
and other companies that may spring up on the 
Pacific coast can be had of Asiatic pig metal 
wholly independent of the Steel Corporation and 
other eastern competitors. In view of the further 
proof (vol. 11, p. 4182) that the ores on the 
western coast of Mexico — and necessarily those of 
Chili — are also available, and that the improved 
practice in steel making (vol. 3, p. 992) makes 
ores now usable which were formerly not so, the 
conclusion is warranted that the field for all pos- 
sible development on the Pacific coast in the steel 
business is wholly free from any monopolistic 
control whatever. It will thus be seen that a sub- 
stantial steel industry in rails, bars and open- 
hearth steel has in fact grown up on the Pacific 
coast, while in competition with the Steel Com- 
pany, a competition which Mr. Pigott (vol. 11, p. 
11,074) describes, "from the standpoint both of a 
customer and a competitor," "has been bene- 
ficial." 

As we have said, we have, as throwing light on 
the sustantial character of the strong and in- 
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creasing competitive forces in- the steel business, 
referred only to those above named. It is proper, 
however, to add that the proofs in the case (De- 
fendants' Ex. vol. 1, p. 137; vol. 2, p. 209-210; and 
vol. 3, p. 374), shows the Steel Company has eight 
competitors in rolling structural shapes, that is, 
beams for bridges, sky scrapers, etc., and in the 
fabrication of such structural material over three 
hundred competitors. In the rolling of merchant 
bars it has very considerably over a hundred 
competitive mills. 

Later, we shall note the testimony of competi- 
tors as to their relation to the Steel Corporation, 
but before referring to individual relations, we 
deem it proper to here refer to some general 
phases of monoply which affect all competitors. 
One of these was the practice by large companies 
of exacting freight rebates from railroads under 
threat of diverting shipments elsewhere. These 
practices were common up to the time of the end- 
ing of the old era of freights unregulated by the 
Government: (Gov't. Ex. vol. 3, p. 1120; vol. 2, 
p. 441; vol. 3, p. 1031; vol. 3, p. 1035, and the 
discussion in vol. 3, p. 956-7). In Swift & Co. v. 
United States, 196 U. S., 402, the Supreme Court 
said: "It is obvious that no more powerful in- 
strument of monoply could be used than an ad- 
vantage in the cost of transportation," and in 
the Standard Oil case, supra, this subject was 
again referred to as "the acquisition here and 
there which ensued of every efficient means by 
which competition could have been asserted, the 
slow but resistless methods which followed, by 
which means of transportation were absorbed and 
brought under control * * * all lead the 
mind to a conviction of a purpose and intent which 
we think is so certain as practically to cause_the 
subject not to be within the domain of reasonable 
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contention." On January 28, 1905, Congress di- 
rected (G-ov't. Ex. No. 206, vol. 5, p. 1615) 
the Secretary of Commerce and Labor to investi- 
gate the steel and iron industry of the country 
with a view to ascertaining to what extent the 
United States Steel Corporation controlled the 
output and prices of finished product made by in- 
dependent companies dependent upon it for their 
raw material, and to report any restraints by it 
of commerce, foreign or domestic. James E. Grar- 
field who was Secretary of Commerce and Labor, 
made this examination, was called as a witness. 
He testified (vol. 14, p. 6190) he had made an in- 
vestigation and examination of the railways in a 
similar manner to that made in the Standard Oil 
and found no rebating whatever by the railroads 
to the Steel Corporation. That he was justified 
in his conclusion is strengthened by the fact that 
at a meeting of the Steel Corporation's executive 
committee in 1901, called to consider the policy 
of the Company toward railroads, the minutes 
(Gov't. Ex. vol. 3, p. 957) show the position taken 
the first year of the Corporation's formation by 
its Chairman, and there recorded, was "that we 
cannot afford to take the position of asking any 
railroad, directly or indirectly, to discriminate in 
our favor." This policy was later emphasized 
(vol. 12, p. 4790) in a letter sent to the presidents 
of the railroads (Beft's. Ex.,' vol. 3, p. 295) 
handling The Steel Corporation's freight, as fol- 
lows: 

"Personal. Sep. 20, 1906. 

Dear Sir: — 'As you know, this Corporation 
long since adopted the unalterable policy of 
recommending to subsidiary companies in 
which it is interested that under no circum- 
stances should rebates be solicited or received 
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contrary to law. This policy will be strictly 
adhered to, and it is hoped and expected your 
subordinates will be advised and instructed 
accordingly. If any one should at any time 
violate his instructions in this respect, notice 
of the same should be promptly given to the 
president of the subsidiary company inter- 
ested and also to the undersigned. Yours very 
truly, 

W. E. Corey, President." 

In view of this announced policy of the Corpo- 
ration, of the investigation made by the Depart- 
ment of Comnoierce and Labor, of the absence of 
any complaints by any competitor, and of no 
proof of any freight rebate being given, we are 
justified in concluding that the Steel Corporation 
has not used or sought to use freight rebates as a 
means of undermining its competitors or of mon- 
opolizing business. 

We next turn to ruinous trade wars against 
competitors which, as we have seen, was one of 
the features of attempted monopoly denounced by 
the Supreme Court. In that connection it is to be 
noted that under conditions incident to the steel 
trade the power of a large steel company to carry 
on a ruinous trade war against any particular 
competitor doesi not exist in the iron and steel in- 
dustry. The customers of the great steel com- 
panies are large jobbers, and the purchasing 
agents of other companies, who are in the closest 
touch with every fluctuation of the steel market. 
The result is that any effort on the part of any 
one of these great steel companies to inaugurate 
a trade war by ruinously underselling a competi- 
tor would at once owing to the sensitiveness and 
inter-related character of the steel market result 
in forcing the company that was thus ruinously 
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selling in any particular market or locality to in 
the same way ruinously lower its prices in every 
other community. In that respect, the President 
of the Youngstown Sheet & Tube Company, a com- 
petitor, testified, (vol. 22, p. 9144), that, if the 
Steel Corporation attempted such a course, "they 
would involve their own market to such an extent 
that they would suffer equally with us." The tes- 
timony of the President of the Cambria Steel Com- 
pany, already quoted (vol. 28, p. 12,036) is to the 
same effect, as well as that of the President of 
the Republic Iron & Steel Company (vol. 28, p. 
11,999). And the practical impossibility of such 
a course is shown by Judge Gary (vol. 14, p. 5378), 
where he testifies: 

"I feel certain that by reason of our in- 
tegrated proposition we had the advantage in 
cost of production over our competitors gen- 
erally. If any one having advantage in any 
business is willing to sell down to his cost 
price, of course he would live while his com- 
petitors wotdd starve ; but that is a most un- 
natural position for any producer to take and 
long continue." 

In view, therefore, of the uncontradicted proof 
of those familiar with the steel business, that no 
such ruinous trade war could with profit to itself, 
be carried on by the Steel Company against a com- 
petitor, and in the absence of proof of any effort 
by it to harass them by such conduct, we are war- 
ranted in concluding there has been no attempt by 
the Steel Corporation to monopolize or restrain 
trade through ruinous trade wars against its com- 
petitors. For of the conduct of the Steel Corpora- 
tion the views of its competitors is the best gauge. 
Monopoly and unreasonable restraint of trade are, 
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after all, not questions of law, but questions of 
hard-headed, business rivalry, and whether there 
is monopoly of an industry, whether trade is sub- 
jected to unreasonable restraint, whether there is 
unfair competition are facts about which business 
competitors best know and are best qualified to 
speak. And it may be accepted as a fact that 
where no competitor complains, and much more 
so, where they unite in testifying (Campbell, vol. 
5, p. 1857; Smith, vol. 19, p. 7942; King, vol. 6, p. 
2121; Bowron, vol. 25, p. 10,247; Pigott, vol. 26, 
p. 11,075 ; Manning, vol. 19, p. 7701) that the busi- 
ness conduct of the Steel Corporation has been 
fair we can rest assured, there has been neither 
monopoly nor restraint. Indeed, the significant 
fact should be noted that no such testimony of 
acts of oppression is found in this record as was 
given by the competitors of the Tobacco or Stan- 
dard companies in the suits against those com- 
panies. We have carefully examined all the evi- 
dence given by competitors of the Steel Corpora- 
tion. We have read the testimony of customers 
who purchased both from it and from its com- 
petitors. Its length precludes its recital here, but 
we may say its volume, the wide range of location 
from which such witnesses came and their evi- 
dently substantial character in their several com- 
munities, make an inevitable conclusion that the 
field of business enterprise in the steel business 
is as open to, and is being as fully filled by the 
competitors of the Steel Corporation as it is by 
that Company. 

Taking as fair samples of the views of the com- 
petitors, we note, first, the testimony of James 
Bowron, President of the Gulf States Steel Com- 
pany, who says: "Their competition is strictly 
fair." Herbert S. Smith, Vice-President of the 
Standard Steel Company of Alabama, and for- 
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merly general sales agent of the Lackawanna 
Steel Company of Buffalo, wlio says: "1 have 
always regarded the competition of the Steel 
Company's subsidiaries as the fairest competition 
that we have." Of western manufacturers, we 
note that of Wfilham Pigou, President of the 
Pacific Coast Steel Company, who says, "I have al- 
ways found the competition of the United States 
Steel Company and its subsidiaries fair. Its exist- 
ence has been beneficial to the steel and iron trade 
of the country. ' ' We have noted above the remark- 
able growth of the Youngstown Sheet & Tube 
Company, which came into existence in 1905, and 
in the meantime has grown to be a very important 
competitor of the Steel Company. The testi- 
mony of James A. Campbell, its present Presi- 
dent, who was called as a witness by the Govern- 
ment (vol. 5, p. 1857) so fully covers the subject 
of -the attitude of the Steel Corporation towards 
its competitors and the purchasing public that 
we quote it at length: 

"A. My experience is that it is the best 
competition we have ; that they are open and 
above board in all of their dealings. Their 
prices are either published or we get direct 
information from them, or through our cus- 
tomers as to what their price is, and we find 
that their price is practically the same to 
everybody. With other competition that we 
have, with the independents, for instance the 
independents vary more in their prices^ and 
we never quite know what their price is. It 
may be one thing to-day and another to-mor- 
row, and they do not conduct their business 
in the same way, because it is a smaller busi- 
ness and more of an individual business ; and 
they will make prices according to the class 
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of material pretty largely and the class of 
orders. So we were not as capable of gaugr 
ing how they are conducting their business 
as we are in regard to the subsidiary com- 
panies of the Steel Corporation. 

Q. Is your competition with these subsidi- 
ary companies of the United States; Steel 
Corporation active and energetic and vigor- 
ous competition? 

A. It is — very, at times. We sell to many 
of thei same people that they do — the same 
class of material. 

Q. Have you ever known of their having 
made low prices in a limited section of the 
country for the sake of attempting to put 
a competitor out of business? 

A. I think not. I do not recall any time, 
with any company. 

Q. Have they in your experience been 
guilty of any unfair methods to suppress com- 
petition'? 

A. I think in the early days — I did think 
in the first two or three years we were in 
business that there were some things done, 
and I think done without the knowledge of 
the higher officials, that were unfair; but 
those disappeared promptly, and there has 
been nothing of that kind — nothing but the 
fairest competition in. every respect for the 
last seven or eight years. 

Q. When the market has been falling, what 
has been your experience as to the prices 
which they have maintained as compared 
with those of the independents? 

A. In depressed times, when there is not 
nearly enough business to keep all of the 
mills operating to their full capacity, their 
prices are usually higher than the independ- 
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ents. Ih good times,, when the mills are all 
working to capacity, their prices are usually 
lower than the independents. The independ- 
ents will accept bonuses and do things of 
that kind that I do not think the corpora- 
tion will do. So that I think the general 
effect is for the steadying of prices and mak- 
ing them better for the country at large, and 
of course in dull times it is a great protec- 
tion to the smaller manufacturer to have 
them keep their prices up, when business is 
slack, than it would be if they went out like 
the Carnegie Steel Company did in the early 
days and took all the business and shut the 
other people down." 

To this may be added the testimony of Charles 
M. Schwab who knew the conduct of the Company 
as one of its original officers, and later, as one of 
its competitors, felt the effects of its policy. "We 
quote from his testimony (vol. 11, p. 4154-5) at 
length : 

"A. In the beginning of the Steel Corpora- 
tion, during my Presidency, the policy of the 
corporation towards its competitors was not 
one of endeavoring to hurt, not one of en- 
deavoring to stifle or to destroy, but the policy 
of naming a price for our products not only 
to our customers, but openly through the trade 
journals, if you will, because I used to give it 
to the Iron Age and the Iron Trade Eeview 
each week, and the sticking to these prices 
throughout the trade ; there probably were ex- 
ceptions of a minor character to very large 
consumers, but as a rule during my Presi- 
dency of the Corporation the prices of its pro- 
ducts were fixed and published, and they were 
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what were charged the customers. Is that 
clear? 

Q. You say you gave these prices to the 
puhlic, as a rule, once a week? 

A. I did. 

Q. To the trade journals? A. To the Iron 
Trade Eeview and the Iron Ag&. 

Q. Are they the principal trade journals in 
the steel industry? A. They are the principal 
trade journals, 

Q. What has been the practice of the cor- 
poration in those respects or along those lines 
since you left the Presidency, as you have 
observed it, from the point of view of a com- 
petitor? A. So far as I know, from the point 
of view of a competitor they have adopted 
since that time practically the same policy. 

Q. Have you ever known of the Steel Cor- 
poration to have a published price and a secret 
price, differing from the public one? A. So 
far as I am concerned personally, I do not 
know of any. 

Q. Have you ever known or heard of a case 
where the corporation has sold at a less price 
in a particular market to drive out a com- 
petitor? A, Never. 

Q. Or has sought to obtain a customer of a 
competitor by secret rebates or departures 
from these open published prices ? A. I have 
never heard of such a thing. 

Q. Either while you were president or since 
you have been a competitor? A. Never." 

We next turn to that most injurious feature of 
monopoly's wrong to the public, to wit, increase 
in the price of its product or a deterioration in 
quality. 
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Turning first to the basic question of quality, 
no dispute arises under the proofs. They are 
simply uniform that both with independents and 
the Steel Corporation there has been a steady bet- 
tering of quality in steel products. This factor of 
improving its product has been recognized by the 
Steel Corporation and a study of the testimony 
of its buyers satisfies us that this progressive 
growth in quality by the Steel Corporation has 
been the principal means by which it has acquired 
and held its business. 

Turning next to the increase in price, we are 
met by two aspects of the case. Two learned 
experts have been called — one by the Government, 
and one by the Steel Corporation — ^who draw dif- 
ferent conclusions as to. whether there was an 
increase or decrease in the price of iron and steel 
products. The deductions of both are supported 
by weighty contentions and numerous enlighten- 
ing charts. The able reasoning of both has had 
the thoughtful consideration the standing of the 
two men challenges. We may note that the dif- 
ferent ranges of time they have taken as the basis 
of their reasoning really makes them reason 
about two different things. But apart from that, 
we think whatever may have been the range of 
iron and steel prices during the periods of con- 
sideration selected by each the proof is (vol. 28, 
p. 12,000) that in these days of quick communica- 
tion the general price of steel and iron products 
cannot be localized but is interdependent in this 
country, and indeed, (vol. 28, p. 12,013) interna- 
tionally so. That proof is that when there is an 
over-supply, even in the European steel and iron 
market, that market tends to unload on the Amer- 
ican steel market, and orf the other hand, when 
there is an over-supply here, this country seeks 
to dump on. their markets at any price. Without 
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citing the proof in that regard, we may refer to 
Corrigan, vol. 26, p. 11,096 and 11,102; MoUer, 
vol. 19, p. 7666; Topping, vol. 28, p. 12,013; Kahn, 
vol. 23, p. 9483. It will also be observed that so 
sensitive and inter-related is the price of steel and 
iron that a drop in price of any particular branch 
of steel leads to a drop in all other branches: 
(King, vol. 6, p. 2114; Schwab, vol. 11, p. 4387; 
Kennedy, vol. 5, p. 1873; Topping, vol. 2, p. 682). 
No evidence is produced showing that there 
has been at any time an arbitrary or unreason- 
able increase in price of any one of the numer- 
ous products of the Steel Corporation. On the 
contrary, the proofs (Gov't. Ex. vol. 14, p. 2912- 
22) show decreases in important steel products, 
among which we may refer to wire nails, which 
from selling in 1901 at $51.00, when the Steel Cor- 
poration was formed, were, in 1911, when this 
petition was filed, selling at $36.00. During the 
same time, steel bars receded in price from $33.00 
to $25.00. Steel beams dropped from $36.00 to 
$27.00; billets from $27.00 to $24.00; and a state- 
ment taken from the Steel Corporation's ac- 
counts (Deft. Ex. vol. 2, p. 203) shows there was 
between 1904 — a date when the Steel Corporation 
may be said to have been fairly systematized and 
under way — and 1912, a decrease in fabricated 
prices received by the company of 19% and of 
all other products of 11%. Summing up the busi- 
ness result, the President of the Corporation (vol. 
10, p. 3854) testified the Steel Corporation was 
in 1912, getting about $8.00 a ton less for ma- 
terials in the domestic market than they were re- 
ceiving in 1904. Moreover, it should not be over- 
looked that during these years there were sub- 
stantial factors of increased expense in the cost 
of manufacture. The freight on coke (vol. 10, 
p. 3781) of which the Corporation uses some forty 
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thousand tons a day, has increased 12% since 
1901; the freight on limestone, which constitutes 
one-third of a furnace's buxden, has increased 
10% since 1901; and iron and steel wages (vol. 
10, p. 3895) have increased 281/2%. 

Standing aside for later discussion the matter 
of the Gary Dinners and the meetings following 
them through which it is alleged the Steel Cor- 
poration in cooperation with its competitors un- 
duly restrained and obstructed the normal course 
of the steel trade, and confining ourselves to the 
fixation or control of prices by the Steel Cor- 
poration itself, or its subsidiaries, we may say 
we have found in this record no proof by any 
witness showing any instance in which the Steel 
Corporation or its subsidiary companies has set 
either an arbitrary, exorbitant, unfair or control- 
ling price on any one of its numerous products. 
It is a mere truism to say that the fixing and 
maintaining by a manufacturer of a fair price 
above cost is not only a right but a commercial 
necessity, and any other course must end in his 
bankruptcy. When such fair prices are departed 
from and they are unreasonably raised and ex- 
acted from the purchasing pubhc, the public is 
prejudiced thereby. On the other hand, when 
that price is so unreasonably lowered as to drive 
others out of business, with a view to stifling 
competition, not only is that wronged competitor 
individually injured, but the public is prejudiced 
by the stifling of competition. Between these 
two price extremes there must in the nature of 
things be a considerable zone of reasonable price 
variation, and what is a fair price is a question 
which can only be determined by a careful ascer- 
tainment from cost sheets and other data of such 
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fair price. In the present case neither! side has 
furnished this Court with proof from which we 
could intelligently determine whether the prices 
charged by the Steel Corporation for any of the 
numerous articles here involved, beginning for 
example with pig iron and ending with raUs, was 
unfair, exorbitant or unreasonable. In the ab- 
sence of such testimony, it is manifest that for 
this Court to assume that the prices at which 
any of these articles were sold by the Steel Cor- 
poration and its competitors were unfair, would 
be to base such conclusion on surmise instead of 
proof. But there is not only this absence of tes- 
timony in regard to the prices received being un- 
fair and exorbitant, but there is, on the other 
hand, affirmative testimony which we cannot dis- 
regard, and which, as it seems to us, constrains 
us to conclude that the prices of the product sold 
by the Steel Corporation have been the result of 
the joint action of the law of supply and demand 
and of that vigorous rivalry which has at all 
times existed between the Steel Corporation and 
its competitors. In that respect we have the 
testimony of the Steel Corporation's great com- 
petitors, of large and small manufacturers over 
the whole country who purchased basic steel pro- 
ducts and put them through other stages in their 
mills and factories; of jobbers and warehouse- 
men who buy and hold for sale large stocks of 
steel products. The testimony of these men — 
and there is no testimony to the contrary — ^is 
that the iron and steel trade in the various pro- 
ducts of the Steel Corporation is and has been 
open, competitive and uncontrolled, and that all 
engaged therein have free will control in selling 
at their own prices. This important fact we shall 
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not leave to here stand as a statement of a con- 
clusion reached by us from a study of the testi- 
mony in volumes 18 to 28 inclusive, but at the 
risk of unduly prolonging this opinion, we shall 
here spread of record the testimony of a few 
witnesses on that subject so that he who runs 
may read. 

In taking up that question we have in the first 
place the proof that so far as the prices charged 
by the Steel Corporation are concerned, its prac- 
tice has uniformly been to give the utmost pub- 
licity to such prices. In that regard, Charles M. 
Schwab, a former President, testified (vol. 11, 
p. 4154), as already noted above: 

"In the beginning of the Steel Corpora- 
tion, during my presidency, the policy of the 
corporation (was) * * * of naming a 
price for our product not only to our cus- 
tomers, but openly through the trade jour- 
nals, if you will, because I used to give it 
to the Iron Age and the Iron Trade Review 
each week, and the sticking to these prices 
throughout the trade; there probably were 
exceptions of a minor character to very large 
consumers, but as a rule, during my presi- 
dency of the Corporation, the prices of its 
product were fixed and published and they 
were what were charged the customers. 
* * * So far as I know, from the point 
of view of a competitor (the witness is now 
President of the Bethlehem Steel Company) 
they have adopted since that time practically 
the same policy." 

That these published prices are met in vigorous 
competition, the proofs show. President Campbell 
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of the Youngstown Company, speaking of his com- 
pany says, in substance that their (vol. 5, p. 1857) 
competition with these subsidiary companies of the 
United States Steel Corporation is active and 
energetic and vigorous, very at times. "We sell 
to many of the same people that they do— the same 
class of material." The Sales Manager of that 
Company (vol. 19, p. 7701) testified that the sub- 
sidiaries of the United States Steel Corporation 
have been their competitors in these various lines 
of production and sales in every linci they manu- 
facture, and throughout the country. The com- 
petition has been very severe. 

The President of the Colorado Company (vol. 
26, p. 10,940) says, that in the bar mill products, 
they meet Jones & Laughlin, the plants of the 
Steel Corporation that make these products, the 
Cambria Steel Company in some of them. The 
competition has been vigorous and independent 
and unrestricted, so far as it affected them. He 
thinks the competition has increased in extent. 
There are two or three new elements in the field 
and that has made all the old ones a little more 
active, including themselves. The testimony of 
the Sales Manager of the LaBelle Iron Works of 
Wheeling, West Va., may be taken as generally 
typical of the existence of an open steel market in 
competition with the Steel Corporation. That 
Company had, during the ten years following the 
organization of the Steel Corporation, increased 
its finished products of billets, sheet bars, nails, 
tubes, plates, skelp, and sheets, largely over four 
himdred per cent, and its market covered the en- 
tire country, Mexico and Canada. Its Sales Man- 
ager (vol. 19, p. 7876) said that their competitors 
are all the leading steel companies, pretty near, — 
take the Lackawanna, Cambria, Republic, the 
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Youngstown Sheet & Tube, the Wheeling Steel & 
Iron Company and the various constituents of the 
Steel Corporation. The prices which they obtain 
for their steel product are not fixed in agreement 
with their competitors. That is true of each and 
every year of the ten years that he had been Gen- 
eral Manager of Sales. It is true of each and 
every article they have produced and sold in the 
market. There has been no time during the ten 
years when the price of any article they have pro- 
duced and sold has been fixed by agreement with 
any competitor. He is able to say that because 
the chances are that if it had been done in his 
company he would have known it. That is his 
business. The prices have sometimes been fixed 
in a general way in consultation with their Presi- 
dent. No price has ever been suggested by the 
President, or anybody else, in any of these con- 
ferences, as a pride agreed upon by any competi- 
tor. The considerations that controlled him in 
these conferences, or when he acted independently 
of them in fixing prices, were competitive condi- 
tions and cost of manufacture. The state of their 
order book affects the question of prices. When 
thje order book is lean they probably make lower 
prices. When full of orders the chances are they 
will advance prices. That is always the case. It 
is observable that competition is keener and com- 
petitors more active when times are dull and order 
books are lean. Prices usually rule higher when 
business is active and when business is dull they 
rule lower. The prices obtained by them have 
fluctuated. He would say the prices obtained by 
their competitors have fluctuated. The trade or 
competition in these various articles manufactured 
has been nearly always active during the period. 
He has had charge of the sales. The competition 
has been what you would term keen. They met 
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three or four or more competitors in every article 
they manufacture. Tlie competitors are numer- 
ous. Tbey have grown in numbers and output. 

The testimony of the Chairman of the Eupublic 
Iron & Steel Company, (vol. 26, p. 12,019), shows 
how that large company arrives at its prices ; they 
do not havei uniform prices. They sell to some 
customers at one price and to other customers at 
another, varying with the size of the order, the 
quality and the character of the service they are 
expected to render, naturally. They have travel- 
ing men and their own branch sales offices. As a 
general rule, they send out to them prices at vari- 
ous times at which they are to sell their various 
products. They give minimum prices below which 
they shall not go, and allow them to use their in- 
telligence in getting all above they can. That 
minimum would naturally be the same for all of 
them. Generally speaking, it would be the same 
based on cost. They give them the same latitude ; 
in other words, the same general base, which 
represents a minimum below which they must not 
go, as it might involve a loss. 

The General Sales Agent of the Lackawanna 
from 1905 to 1910, testifies, (vol. 19, p. 7905) as 
to the competitive prices of that Company, other 
than rails, to which special subject we refer later. 
He says : that he had entire charge of the sale of 
the output of the company, making prices. Their 
market covered practically the entire United 
States. Their product was always sold in com- 
petition with the product of other manufacturers 
of steel. The competition was always keen and a 
great many times aggressive. The leading com- 
petitors were the mills of the Steel Corporation, 
the Carnegie Steel Company, the Jones & Laugh- 
lin Steel Company, the Inland Steel Company, 
the Cambria Steel Company, the Pennsylvania 
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Steel Company, the Eastern Steel Company, the 
Carbon Steel Company, the Maryland Steel Com- 
pany ; there were some others that he does not re- 
member for the moment. In general and in al- 
most every case, he had the fixing of the prices. 
The prices were not fixed in agreement with com- 
petitors; always independently. That holds for 
the whole period of five years that he managed 
the sales. There was no time during that period 
when the prices he either quoted or fixed were 
quoted or fixed in agreement with any of their 
competitors as to any article that they sold. The 
prices were both uniform and variant. They 
might have been uniform on steel rails in some 
cases, and they might have been uniform on steel 
plates and shapes in some cases; but not neces- 
sarily so. They were following (referring to the 
uniformity on plates) at that time what they 
called the market price, and as a rule they tried 
to obtain the so-caUed market price. It was a 
matter of pride with a steel manufacturer to sell 
his goods at as high a price as that of any other 
manufacturer, and if the leading makers were 
getting $1.60, they felt it was up to them to get 
the same price, hence the uniformity of price. 
They were not always able to get the price they 
tried to get. They found some means of shading 
it. The extent of their order book or list was a 
great factor in making prices, the terms of pay- 
ment and deliveries. If the mill was short of 
orders in any one line, special efforts were made 
to get business in that particular line, and in such 
cases, the seller is inclined to be rather more mod- 
erate in his demands, as to price, terms of pay- 
menft, and all that. The prices varied consider- 
ably both ways during the period mentioned. That 
is true of everything except rails. When he went 
with the Lackawanna Steel Company he found 
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that the price of standard Bessemer steel rails 
was $28.00 a ton at the mill; it had been fixed 
for some time, he did not know how long a time. 
That price he adopted and never varied from it. 
It was tacitly understood that that was the price 
of their steel rails as fixed by the Lackawanna 
Company. He testified that no statement (re- 
ferring to conference with the President on the 
prices of other products) was ever made in any 
of these conferences by the President of a price 
agreed on with competitors which would be 
adopted or maintained by the Lackawanna, He 
didn't recall any instance in which he was ever 
interfered with by an officer of the Lackawanna 
during the time he was there, in quoting such 
price as seemed best in his judgment to be war- 
ranted by business conditions. He don't recall 
any price ever named by him based on any other 
consideration than competitive business condi- 
tions. 

As to the Jones & Laughlin competition, the 
testimony of the man in charge of the sales, (vol. 
20, p. 8029) is that Jones & Laughlin make steel 
billets, slabs and blooms, and convert those into 
finished products, principally structural material, 
plates, bars, shafting, chains, spikes, wire nails, 
tin plate and block sheet in tin mill sizes. These 
different products that they have are sold in com- 
petition with other makers of similar products. 
The competition is unlimited. He means un- 
limited by agreements as to prices. That is true 
of everything he has mentioned. He says that 
this has been so to his knowledge for about nine 
years. The competition has been keen. It ex- 
tends to competition in the matter of prices. 

From fellow competitive makers of the same 
general products as the Steel Company, we 
naturally turn to the testimony of mill owners who 
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use as their basic supplies the products made by 
these large companies, and inquire whether, as 
buyers, they have foimd any price fixation by 
these basic manufactures. As a type of that char- 
acter, we note the testimony of the President of 
such a company (vol. 20, p. 8,050), who in sub- 
stance, says : 

I should say we were using about 25,000 to 30,- 
000 tons a year in 1901. It has been growing each 
year. I think last year we purchased something 
in the neighborhood of 100,000 tons. I know of no 
other single customer for bar mill products in 
the United States that buys as much as 100,000 
tons. We buy from the Carnegie Steel, the Cam- 
bria Steel, the Eepublic Iron & Steel, the Youngs- 
town Steel & Tube, and others. We have always 
found competition for our purchases of bars. 
Very keen, most generally. Of course, there are 
times in normal business when it is not so keen, 
times when the consumer of bars are competing 
to get them. We can generally purchase at a less 
price than the quotation; that is, the quotations 
published in the Iron Age or the Iron Trade Ee- 
view. I have never observed any indication of a 
combination or agreement among bar makers to 
fix prices. We have always been able to buy on 
fair competition. I think we have always been 
able to get the benefit of fair competition. 

The General Manager of the next largest com- 
pany of this character in the country (vol. 20, p. 
7,999) , speaking of the purchases of his company, 
in substance, says: 

The competition is mainly between the Carnegie 
and the Eepublic. Price is one kind of that com- 
petition ; the ability to handle our particular class 
of business and sufficient capacity on account of 
our enormous consumption of bars. We generally 
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contract for our tonnage and we take bids on tliat 
contract. There is competition in the matter of 
price ; in the matter of delivery, and to some ex- 
tent, in quality. So far as we know or can find, 
there is no evidence of price fixing between the 
companies. We believe there is genuine compe- 
tition for our business. 

The President of a large Boiler Works, and a 
puchaser of both plates and tubes (vol. 20, p. 
8015), in substance says: 

We receive quotations on plates from Lukens 
Iron & Steel Company, Worth Bros., Carnegie 
Steel Company, Cambria, Carbon, and occasion- 
ally Allegheny Steel. They vary. There is a dif- 
ference in the quotations from the different con- 
cerns. There is a range from one to three dol- 
lars a ton. We have never observed any evi- 
dence of a combination to fix prices among the 
different concerns that make quotations to us. 
We feel we get the benefit of a genuine and unre- 
stricted competition for our purchases. 

The President of a large bolt and not* industry, 
the basis of which is rod and bar steel (vol. 20, 
p. 8,042) says, in substance: 

We have been buying from the Carnegie Steel 
Company, Jones & Laughlin, and the Republic 
Steel & Iron Company. Before buying bars and 
rods it is our custom to ask quotations from dif- 
ferent makers. We buy two or three times in a 
year. The quotations on rods vary somewhat in 
price, about fifty cents a ton. They have been 
varying in that way to my knowledge since 1904. 
I never saw any evidence since 1904 of any com- 
bination to fix prices on our purchases. We have 
always got the benefit of competition on both of 
them. 

The Manager, since 1901, of the largest single 

*So in original. 
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G-as Company in the country (vol. 20, p. 8,085) 
says in substance : 

I am familiar with the purchases of iron and 
steel pipe made by that company since 1901. I 
decide which bidder shall be awarded the con- 
tract. During that period we have got quota- 
tions from thirteen different companies — there 
are eleven at the ^present time we get them from. 
We let our contracts and award our orders on 
the competitive basis all the time. The quota- 
tions vary and have done so ever since I have 
been connected with the company. 

The President of a considerable Tank Manu- 
facturing Company, (vol. 20, p. 8127) testifies 
as to competition for his purchases, saying in 
substance : 

We buy from the Carnegie Steel Company, 
Cambria Steel Company, Jones & Laughlia, and 
have bought some from the Eastern Steel Com- 
pany and also from LaBelle Iron Works. We 
find prices are nearly uniform from all compa- 
nies in busy seasons, when the mills are busy. 
When the mills are not busy we get little con- 
cessions from most any of them, not to exceed 
$1.00 a ton or something of that kind. I would 
consider it keen competition. I think we have 
had the benefit of genuine, aggressive competi- 
tion for our business. We have had a range of 
prices— take three years past or for ten years 
ranging from $1.10 to $1.50, and that, I think, 
is competition. 

The same open competitive seeking after busi- 
ness of a Steel Spring Company, that buys for 
its basic supplies large quantities of steel bars 
and billets, is shown. Eeferring to the period 
from 1902 to 1913, its purchasing agent, in sub- 
stance, says: 
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"We buy bars from the Carnegie Steel Com- 
pany, the Inland Steel Company, tbe Cambria 
and the Pennsylvania. The quotations vary. 
There has been competition ever since I have 
been connected with my business. We buy billets 
from most any one that sells — ^New York State 
Steel, Carnegie Steel, LaBelle Iron Works, Ports- 
mouth Steel, Inland Steel, the Bethlehem, the 
Pittsburgh Steel Company and the Eepublic. The 
quotations we have received on billets varied very 
materially. That has been so ever since I was 
connected with it. So far as I have been able 
to tell there has been competition in the billet 
business both as to price and on our part as to 
delivery. I certainly do think we have had the 
benefit of competition. 

The President of a large Coal Mining Com- 
pany, which uses light rails testifies (vol. 20, p. 
8172) in substance: 

As a rule we buy on a competitive basis. In 
Pennsylvania we get quotations from the Carne- 
gie Company, Jones & Laughlin, Cambria Steel, 
Pennsylvania Steel and Bethlehem. I should say 
that under normal conditions there is a range 
in the quotations all the way up to a dollar a ton. 
That is when business is normal. There are 
times when we cannot get quotations from many 
of those raU companies. That would be times 
of great prosperity in the steel business. The 
conditions have been such as I have described 
since 1901. So far as I know we get the benefit 
of real and genuine competition in our purchases 
of light rails. 

The President of a very large jobbing com- 
pany in semi-finished steel products, testifies in 
substance (vol. 20, p. 8176) as follows, to the 
purchases being competitive: 
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I have been familiar with the business since 
1899. We deal m billets and slabs, steel bars, 
Bessemer iron, basic iron principally; malleable 
iron sometimes, some little foundry and coke. 
In the last ten years we have bought semi-finished 
steel from the Ashland Steel Company, the Ports- 
mouth Steel, the Republic Iron & Steel Company, 
the Carnegie Steel Company, the Youngstown 
Sheet and Tube Company, the Allegheny Steel, 
the West Penn Steel Company, the Cambria, 
LaBelle, Jones & Laughlin, Lackawanna and 
Pittsburgh Steel Company. We buy on a com- 
petitive basis. It is competitive in a way. We 
know what the market is. We are not tied up 
to anybody. We buy outright and buy wherever 
we can buy the cheapest. There is a variation 
between the price as quoted at any particular 
time by the different manufacturers. It has 
always been so. There is competition in these 
products. It has always been so as far as I 
know. 

The Manager, since 1907, of a factory using vari- 
ous steel products, hoops, bands, angles, channels, 
sheets, wire goods, etc., which they bought from 
numerous companies, including the Carnegie Steel 
Company, shows that the competition and price 
ranges have been greater in steel than in other 
metal products. In substance he says (vol. 20, p. 
8190) : 

The bids have not been uniform. On the con- 
trary they have varied. Since we commenced buy- 
ing in 1907, there was nothing in the bids or offers 
or the transactions between us and the sellers 
that indicated any combination or arrangement 
between the various producers or sellers of the 
different class of steel products I have testified as 
to bring about a uniformity of price. The varia- 
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tions in the prices of steel as a rule, were greater 
than the variations in the prices quoted for us in 
copper, ingot copper, scrap copper, pig iron, scrap 
iron, tin, pig lead, antimony. 

The President of one of the large hardware job- 
bing concerns in the country, buying large quanti- 
ties of sheets and plates from several companies, 
including the Steel Corporation's subsidiaries, in 
substance, says (vol. 20, p. 8229) : 

During the last ten years there seems to be a 
great deal of competition in sheets. There has 
not been so much in the sale of tin plate, of course, 
as in sheets, because there are not so many in the 
business. With regard to sheets the competition 
has manifested itself by a sharp solicitation of our 
business ; and we could always get very low prices 
from what we might term the independents. The 
quotations on sheets during the last ten years have 
been variant. Anywhere from one to three dollars 
a ton. The quotations on tin plate have varied. 
The quotations on tubular goods are about the 
same as sheets only not so much so. The compe- 
tition in the sale of tubular goods has been keen 
among the different manufacturers. 

Without quoting him at length, we may say the 
purchasing agent of one of the great eastern rail- 
way systems (vol. 21, p. 8568) shows that all the 
varied steel requirements of the road from a great 
terminal building to the spikes (with the excep- 
tion of rail purchases which were made by the 
President) were wholly in his control, and that 
there were constant variations in price and active 
competition for the railroad's purchases in all 

lines. 

The purchasing agent for a western system 
(vol. 22, p. 9071) shows the same course of virile 
competition for its purchases. 

A large jobber in tin plate, building sheets and 
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other metals shows (vol. 22, p. 8943) that the job- 
bing trade is done on narrow margins and that 
active competition is vital. His purchases dur- 
ing the last ten years were from different con- 
cerns, including the American Sheet & Tin Plate 
Company. He says, in substance : 

There was, so far as I have seen, during the 
last ten years competition. There has been com- 
petition in these products which I have purchased 
between manufacturers. It has been of a very 
active character. They change their price quota- 
tions very frequent. It has been so during the 
whole period of ten years I spoke of. Sometimes 
a given concern would be higher and sometimes a 
given concern would be lower. Our purchases 
have been based upon the lower quotations. The 
competition in our jobbing trade has been very 
keen. The margin is very small. That necessi- 
tates our buying as close as possible'. At the low- 
est quotation absolutely. We have done that. 
That explains our buying sometimes from one and 
sometimes from the other. That has been the case 
during the whole ten years. 

Another jobber testifies (vol. 21, p. 8979) as 
to competitive conditions in wire during the last 
ten years. His purchases included the American 
Steel & Wire and competing companies. He says 
in substance: 

There have been instances where the quotations 
we get from these concerns have agreed, but very 
rare; as a rule they vary what would be termed 
appreciably; oftentimes to the extent of 50^ to 
$3.00 a ton. I never recall a time when two quo- 
tations continued for any length of time to be the 
same. I am speaking now of the whole period 
of ten years. I never observed anything to indi- 
cate a combination between these manufacturers 
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on prices. There was always competition. They 
had inducements of some kind to offer ia the way 
of price or delivery. 

We have carefully and patiently studied the 
voluminous testimony bearing on the general 
course of all branches of the steel trade covering 
the whole time the Steel Corporation has been 
engaged in such trade. The testimony as noted 
above runs from volume 18 to volume 28, inclu- 
sive. It covers proofs by its manufacturing com- 
petitors in all branches, and also the different 
classes of customers whose trade it and its f eUow 
competitors seek. It is apparent that among this 
latter class, that is, the consumers of its products, 
we would naturally find evidence of any throttling 
of competition, or any undue restraint of the steel 
trade. The typical extracts we have made above 
from varied sorts of buyers of varied sorts of 
product cover wide ranges of consumers. No one 
can read these volumes of testimony and fail to 
be satisfied that this great body of business men, 
scattered over all parts of the country, in keen 
competition with each other in their several lines, 
is alert in seeing that competitive eonditioris ex- 
ist between the manufacturers of basic steel prod- 
ucts from whom they buy. And the sworn testi- 
mony of these men, who are vitally interested in 
the maintenance of real competition between the 
Steel Corporation and its manufacturing com- 
petitors that such real competition does exist and 
has existed during the past ten years, cannot but 
carry a conviction that such is the case. A study 
of the testimony of these men, who are close to, 
and vitally Interested observers of, the prices of 
these products, shows that a single large concern, 
by lowering the price of any substantial steel 
product it sells, cati depress the obtainable price. 
It further shows that the converse is not the case 
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— that no single large concern, by raising or even 
maintaining the price of any Siubstantial steel 
product, can raise the obtainable price. It fur- 
ther shows that the prices at which actual sales 
were made duriiig this time in the steel trade, 
depend on whether the consumption of steel was 
such that the mills were crowded with orders 
from buyers, or whether buyers were crowded 
with offers from mills. In other words, if the 
mills, were crowded with orders, there was a keen 
increase of competition between buyers and a 
corresponding decrease in competition between 
manufacturers. On the other hand, if the mills 
were lacking in orders, then there was a keen 
competition between mill men to get orders and 
corresponding decrease in competition among 
buyers to give them. The proofs further show that 
when there is an increase of orders and a stiffen- 
ing of prices, steel buyers are apt to buy at once, 
and this tends to further increase the price, but 
on the other hand, buyers are not apt (vol. 28, p. 
11,901) to buy at once when the price grows less, 
but wait until the bottom is reached, and this 
withholding of orders tends to accentuate the fall 
of prices. The proofs further show that in nor- 
mal times, when ability to fill orders and ability 
to get orders are in fair balance, prices vary but 
little, but as, soon as that balance is disturbed the 
tendency of prices up or down becomes accentu- 
ated and increased competition follows, between 
the mills if prices go down, between buyers, if 
they go up. The study of these proofs given by 
both mill owners and buyers of their product — 
satisfy us that this has been and is the course of 
the steel trade, and we are therefore justified 
from the proofs in concluding that the prices at 
which steel products have been bought from the 
Steel Company and its competitors, have been 
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fixed by business conditions — over-demand, or 
over-supply. The proofs also show (vol. 26, p. 
11,096) the same conditions and results prevail 
in the European steel market. 

Assuming, then, that the iron and steel trade 
in the United States is and has been, during the 
time here in question, flowing in the natural and 
normal channel of demand and supply, and of 
genuine competition, we next inquire as to what 
course the proofs show the Steel Company pur- 
sues in reference to such trade; in other words, 
is its course one of monopoly or in restraint of 
trade? Let us first ascertain what the practice of 
the Steel Corporation actually was and is as to 
prices. "Whether that course be right or wrong; 
whether it be in violation of the letter or spirit of 
the Sherman Law, there can be ho uncertainty in 
three things : first, what its policy is ; second, of 
its having been openly and publicly avowed ; and 
lastly, of its having been followed. Its avowed 
general practice in regard to prices is thus sum- 
marized (vol. 12, p. 4771), by its Chairman, Judge 
<xary, who says: 

"The United States Steel Corporation has en- 
deavored, so far as it could, to prevent the un- 
reasonable increase of prices. It has been a de- 
cided factor from time to time in keeping prices 
down to a level which was believed to be fair and 
just. Prices generally are controlled very much 
by the business conditions of the country. The 
ordinary laws of trade and supply and demand 
fix the general prices of commodities, but the 
Steel Corporation has endeavored to prevent sud- 
den and violent fluctuations downward by its ad- 
vice, but more particularly by its own action in 
fixing its prices, and has endeavored to prevent 
the unreasonable increase in prices at times when 
the demand was greater than the supply, and there 
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was a general disposition in the trade to take ad- 
vantage of these conditions and unduly increase 
prices." 

That it has followed this policy is the testimony 
of both its competitors and customers. Thus a 
manufacturer of agricultural implements, buying 
bars and plates both, in Bessemer and open hearth 
(vol. 20, p. 8314), says: "Our experience has 
been that on advancing markets the Carnegie 
Company were as low and frequently lower than 
competitors, while on declining markets they were 
generally a little higher." 

Another manufacturer, a buyer of structural 
shapes and other products (vol. 24, p. 9963), tes- 
tifies that when prices are advancing the Carnegie 
Company is the last one to advance and when they 
are declining it is the last one to decline. That 
this course has an absolute effect in steadying the 
market and that every manufacturer buying plain 
material and fabricating it, and being himself a 
bidder on work, prefers a steady market. 

The President of the largest chain factory in 
the couDitry (vol. 21, p, 8763), and who was a 
large buyer of rods and bars testified that in his 
judgment the American Steel & "Wire Company 
has in several instances of boom times prevented 
a run-away market; that many times manufact- 
urers in that line have told him that if it were 
not for the American Steel & Wire Company the 
prices would advance, but that they could not get 
them to advance their prices. 

A very considerable southern hardware man 
(vol. 25, p. 10,373), testified that in dull times the 
Steel Company's prices were higher than its com- 
petitors and that it did not go, to the low quota- 
tions its competitors did; that this had an effect 
in steadying prices ; that this is a benefit to buyers 
in that it removes the speculative feature. 
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Another large southern hardware dealer (vol. 
25, p. 10,720) and other buyers (vol. 23, p. 9483) 
testify to the same effect. The testimony of com- 
petitors is to the same effect. Thus James A. 
JBowron, one of the leading southern manufact- 
urers, (vol. 25, p. 10,427) testifies that they al- 
ways knew what the prices of the Steel Company 
were; that they did not say th'eir price was one 
thing and make it another; that their course was 
eminently conservative and the principal barrier 
against chaos. He testified that the Steel Com- 
pany had stood in its own light in refusing to ad- 
vance prices when in his judgment the market 
justified advances. He adds, "I think if I had 
been a stockholder in the Steel Corporation, I 
would have felt several times that it was failing 
to earn the money for me that it ought to have 
done by advancing prices." The fact of such 
.policy and the reasons for it are thus summarized 
by Charles M. Schwab (vol. 11, p. 4157-8) : 

"While I was President of the Steel Cor- 
poration, I should say that our prices as a 
rule were somewhat above the other prices 
in depressed times and below the other prices 
in prosperous times. In other words, we en- 
deavored to keep more uniform. * * * 
The theory was that many smaller dealers 
bought their steel from this corporation, that 
we did not want them to be speculators, nor 
did they want to be speculators, as it were, 
in the price of steel ; that as a rule they were 
caught with big stocks when prices were high, 
and made heavy losers by reason of rapid re- 
ductions and the inclination to over-buy when 
prices were low; and if prices were kept 
nearly uniform people buying steel would buy 
for their requirements and not speculatively." 
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The proofs also show — of which vol. 26, pp. 
11095; 11074; 11248; 10928; and may be cited 
as examples — that this policy, which is also fol- 
lowed by other large steel manufacturers, largely 
resulted in doing away with what are called de- 
livery premiums, that is, of postponing deliveries 
of orders already taken at lower prices and giv- 
ing the prefernoe to orders taken later at higher 
prices, which higher prices were in effect obtained 
under the guise of so-called delivery premiums. 
The proofs likewise show that the lessening of ex- 
tremes in the prices of basic steel products greatly 
benefits mills and factories that further fabricate 
such articles. Thus, vol. 21, p. 8847, one such 
witness testified: 

"Of course, I am only a small manufact- 
urer and perhaps to a certain extent typical 
of the average small consumer of steel prod- 
ucts, but the conditions in the present decade 
are far more stable and far more favorable 
to intelligent manufacturing than they were 
in the previous period. Of course, the fluct- 
uations have been less, and you can calculate 
on your road which you have to go over with 
a good deal more certainty. * * * The 
sudden fluctuations, rising and falling in 
prices, were very unfavorable to the mainten- 
ance of contracts, or to intelligent manufact- 
uring. One could not buy and be sure that he 
could get out with a profit on account of the 
dips in the market." 

The proofs show that the practical eifects of 
this policy are that in prosperous times buyers 
are apt to buy from the Steel Corporation and in 
depressed times from its competitors. Whatever 
the wisdom or unwisdom of such a policy may 
be, we find no proof tending to show that it tends 
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to monopolize the steel business or to unduly re- 
strain trade, or to prejudice the public. There is 
no proof that it in any way interferes with the 
right of any other person in the steel business to 
fix his own price on his own steel product. The 
proof shows that the Steel Corporation in the 
exercise of its own business judgment has elected 
to publicly announce its prices, to adhere to them 
with all buyers alike, and to give timely notice 
of its purpose to change them. It is neither the 
duty nor the province of this court to express any 
opinion upon such policy unless we are satisfied, 
a? laid down by the Supreme Court, "that it 
prejudices the public by unduly restricting com- 
petition or unduly obstructing the course of 
trade," and of this we have no proof. For, as 
we have seen, the testimony of those engaged in 
the steel trade is that this policy of the Steel Cor- 
poration in refusing to raise prices has not re- 
stricted competition or obstructed the course of 
trade, but on the contrary, has tended to prevent 
prices from rising to what was aptly termed a 
"run-away market." And in this connection it 
is just to note that if the Steel Corporation in re- 
fusing to advance its own prices prevented other 
manufacturers from advancing theirs, it was only 
exercising a veto power (vol. 8, p. 3199; vol. 6, p. 
2144), which every one of many other competitors 
possessed, and was following a policy which was 
also followed by other large competitors (vol. 6, 
p. 2108), who were also opposed to advancing 
prices. It is also just to say that in giving pub- 
licity to its prices, in adhering to them, and in 
giving timely notice of its purpose to change them, 
it will be seen on reflection that the Steel Cor- 
poration has adopted a policy of price publicity 
and adherence, somewhat analogous to the freight 
rate stability followed by the railroads under the 
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directions of the Interstate Commerce Commis- 
sion, which publish their rates and only change 
them on notice. 

We now turn to the other phases of this policy, 
viz., the corporation refusing to sell at lower prices 
when prices dropped. That it did so, and that by 
reason thereof it lost business, which naturally 
went to those who did lower their prices, the 
proofs abundantly show. Of its right to refuse to 
sell at lower prices, provided it does not force 
others to do the same thing, there can be no ques- 
tion. This brings us to the question, what was 
the policy of the Steel trade prior to 1901 under 
such conditions, what was its result and what evils 
are avoided by this change of policy? 

In that regard, the testimony leaves no doubt. 
We take the Carnegie Steel Company's course in 
the earlier steel period as illustrative, not only of 
its policy, but as fairly typifying that of its com- 
petitors as well. The cause of falling steel prices 
is, of course, that there are not enough orders to 
cover the production, and this leaves two courses 
open to the steel manufacturer, he must either 
shut down his mill or go after orders to keep it 
running. The policy of the Carnegie Company — 
and in that respect it was the same as others — ^was 
to try to keep the mills going no matter what 
price they got for their product, or no matter 
whether their getting such orders mieant the com- 
plete stoppage of their competitors' mills. Prac- 
tically applied, this policy meant a fierce, ruth- 
less price-cutting trade-war, the practical results 
of which were that if these low prices enabled one 
company's mills to get the orders to run its mills, 
the taking of these orders from other companies ' 
mills and other sections of the country, shut them 
down. Thus, in Gov. Ex. (vol 11, p. 2479) we find 
a letter from Mr. Carnegie to the Carnegie Steel 
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Company embodiied in its minutes, reciting such 
policy. "In tlie former depressions we announced 
our policy, viz., take all orders going and run full. 
Our competitors believed we meant what we said 
and this no doubt operated to clear the field. One 
:after another dropped out; finally Pennsylvania 
Steel dropped out and only a few remained who 
could meet the lower price." In vol. 11, p. 4266, 
another letter of Mr. Carnegie to his company is 
given in evidence in which he says, — ' ' My view is 
that sooner or later Harrisburg (Pennsylvania 
Steel Company), Sparrows Point (Maryland Steel 
Company), and Scranton (predecessor of Lacka- 
wanna Steel Company) will cease to make rails 
like Bethlehem (Bethlehem Steel Company) . The 
autumn of last year seemed as good time to force 
them out of business as any other. It did not 
prove so. The boom came and cost us a great 
deal of money. ' ' 

The policy of taking orders, even without profit, 
was the destructive competition of that era. ' ' To 
keep running", (Gov't. Ex., vol. 3, p. 1036) "not 
to make profit, is the point we should steer to", 
was the direction to the Carnegie Steel Company. 
"Take every order — otherwise we come to a stop, 
and only feed competitors who would close if we 
went to rock prices." Such being the policy, the 
proofs leave no doubt as to its effect. Mr. Schwab, 
(vol. 11, p. 4191) testified, that the destruction of 
the small and weak (competitors) was a practice 
not unknown in the old days. It was rather ex- 
tensively carried on. It was at times with quite 
effective and marked results. That he did not" 
know what percentage of them emerged from the 
steel wars in the old days. Not many. There were 
more grave stones than live competitors ; that (p. 
4155) they did everything they could to secure all 
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the business they could secure, regardless of the 
price at which they secured it; that it was pretty 
hard on the competitors at times, but that was 
their policy, and one that it was very difficult to 
break away from. 

Speaking of that policy, Judge Eeed (vol. 14, 
p. 5671) says : ' ' The policy of the Carnegie Com- 
pany was to go and get business, to take it 
wherever it could get it, and! keep its mills run- 
ning full, and run regardless of the feelings or 
prosperity of its competitors." 

The result of the rail cutting prices, as testi- 
fied to by Walter Scranton of the Scranton Iron 
& Steel Company (vol. 8, p. 8) was that the price 
of rails was forced down to $14.00 a ton; that 
this was below the cost of manufacture; that as 
a result of this war his company was driven to 
abandon their mills at Scranton and that wages 
were forced down to the lowest they had been 
for years. And as a practical example of this 
era of trade war competition and ruinous price 
cutting, we have the testimony of Frank S. 
Witherbee, who, referring to the Troy Steel & 
Iron Company, (vol. 18, p. 7296) says: "The 
Carnegie Steel Company drove that company 
out of business ; it drove it out of existence, not 
by the use of the ores; I think the cost of pig 
iron was lower at Troy than it was at Pittsburgh; 
it drove it out of the business by its policy of 
going to our customers and telling them to get 
the best price they could from us and they would 
name fifty cents a ton lower." 

Eeferring to one of these ruinous trade wars 
between two large steel companies, Powell Stack- 
house, President of the Cambria Steel Company, 
which, was not one of the participants, testified, 
(vol. 4, p. 1706) : 
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"Q. How nearly can you fix the time of 
what you call the Gates and CeimegLe rowl 

A. That was somewhere in the nineties; 
the latter part of the nineties. 

Q. About 1897, or somewhere along there! 

A. Somewhere along there; from 1895. I 
would not be sure of that. 

Q. And that was followed, I judge, from 
what you say, by rather a fierce trade war, 
lasting a year or two ? 

A. Yes ; in all lines of steel. 

Q. In all lines of steel? 

A. Yes, everjrthing. As the result of that, 
there was the keenest competition, and steel 
was sold, bar steel, at, I think, less than nine- 
tenths of a cent. 

Q. And it cost more than that to make 
it? 

A. Yes; a good bit more. 

Q. And the consequence of this was very 
serious to the trade, was it not? 

A. It was serious to everybody in the 
trade. It was very serious, for instance, to 
the warehouse men that had some thousand 
or more tons of steel, or whatever they might 
have on hand. Their stocks were probably 
reduced from one to two cents a pound way 
down. 

Q. That warfare left a trail of ruin? 

A. Yes, it did. 

Q. And there were a great many failures 
on account of it? 

A. Yes. 

Q. And general business disaster? 

A. General depression. 

Q. And business disaster? 

A. Yes, sir. 
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Q. And failure and bankruptcy? 

A. Yes, sir, 

Q. (Continuiag.) Were the direct effects 
of it, were they not? 

A. Yes. 

Q. You had had trade wars before, I sup- 
pose, had you not? 

A. Yes. 

Q. But none so severe as that? 

A. None so severe as that. 

Q. But they were always attended with 
injury to the business, and especially to the 
warehousemen or middlemen, were they not? 

A. Yes, sir. The middleman had bought 
and had his material on hand and, overnight, 
by the price falling a few dollars a ton 

Q. (Interposing) He was ruined? 

A. He was ruined in some cases. Some of 
them carried very large stocks. 

Q. The effect, I suppose, of such warfare, 
and particularly the Gates and Carnegie war- 
fares, was felt mostly by the weaker con- 
cerns in the business? 

A. We all felt it. 

Q. You all felt it, but the stronger ones 
weather it? 

A. Certainly. 

Q. And the weaker ones all went to the 
wall? 

A. They were weakened so that they gradu- 
ally dropped out. 

Q. They gradually dropped out? 

A. Yes, sir. 

Q. So the effect of that was not confined to 
the manufacturers, but was felt even more 
by the warehousemen and jobbers, was it not? 

A. Yes. They could measure their loss at 
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once. If they knew what their inventory was 
and the difference between what they paid 
and what prices had fallen to, they could 
measure their loss at once. 

Q. What about the retailers? What was 
the effect on them? 

A. The same thing. Anybody that carried 
a stock of steel or iron on hand, if the value 
of that stock was reduced five or ten dollars 
a ton, just simply had to write off that 
amount. ' ' 

Indeed, the general competitive policies of the 
steel companies toward each other is well sum- 
marized — ^and this summary is justified by the 
proofs^ — ^by the Chairman of the Steel Corpora- 
tion, who, (vol. 12, p. 4777) says: 

' ' On the other hand, in older days, the rule 
in this country was different in this line of 
business. I have no doubt the suggestion of 
Mr. Carnegie, which was read in court a few 
days since when I was present, represented 
not only his views, but the views of his asso- 
ciates and the views generally held amongst 
those who were in charge of the iron and steel 
industry of this country. There was a com- 
petition that was bitter, fierce, destructive. 
If it did not absolutely drive competitors out 
of business, it so harassed and injured them 
as to prevent them from extending their busi- 
ness, or from taking advantage of their loca- 
tion, and at times compelled them to close 
their mills, discbarge their employes and dis- 
rupt their organization; and, in fact, was a 
competition that, in the opinion of those in 
charge of the United States Steel Corpora- 
tion, I might say the opinion of those in con- 
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trol of the industry generally in this country 
at the present time, was calculated to destroy, 
to injure, instead of build up ; to prevent ex- 
tensions of trade, to limit the capacity or the 
opportunity of many who were engaged in 
the trade." 

In that connection, and in corroboration of what 
the Chairman says, the testimony of others (Reed, 
vol. 14, p. 5692) ; Roberts, vol. 13, p. 4997 ; Farrell, 
vol. 10, p. 4058), should be noted. This is sum- 
marized by Robert Bacon, who, (vol. 14, p. 5494) 
says : 

"The facts are that the policy of the com- 
pany from the beginning has been to change 
the old method of dealing with competitors. 
Judge Gary, who has done more for the 
United States Steel Corporation in its de- 
velopment and the benefits it has brought all 
hands, than any one man since its formation, 
has made it a cardinal point of his policy, 
and has tried his best to inculcate it upon all 
the sub-companies, that there was a new order 
of things, that there were new rules of the 
game in dealing with competitors, as well as 
in other human relations. Judge Gary has 
talked from the very first and has tried to 
compel the actions of all the others in the 
corporation toward dealing fairly and de- 
cently with competitors, as being the only way 
in which any kind of stability in prices or of 
conditions could be maintained. He has, 
from the beginning preached and practiced 
the fairest kind of dealing with his competi- 
tors, keeping them informed as far as he 
legitimately could, of all the conditions of the 
Steel Corpporation, and by doing so has 
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gradually acquired a degree of confidence 
that in my opinion has never existed before 
amongst competitors. The old conditions 
have changed ; the old destructive and ruinous 
and ruthless warfare of the early days of 
the iron and steel industry has disappeared, 
and in its place, by reason of the attitude of 
Judge Gary, more than anyone else, a condi- 
tion has been produced among competitors in 
the iron and steel business and, I believe, in 
many other industries, that never before ex- 
isted." 

And in that oonmection it should be noted that 
no testimony has been produced in this record 
that a return of the old trade war system of ruin- 
ou's competition would, as a matter of fact, ben- 
efit the public interests. On the contrary, the 
proof is that present business methods and ethics 
are more to be desired. As expressive of the' 
view of those in the Steel business, who are not 
connected with the Steel Corporation, we may 
note the testimony of the President of one of 
the largest steel castings company in the country, 
who (vol 20, p. 8067) says: 

"Before the formation of the Steel Cor- 
poration, business ethics, I might say, were 
in very bad shape, competitors had no confi- 
dence in each other; they resorted to sub- 
terfuges, misrepresentations arid false state- 
ments. That same lack of confidence exist- 
ed between sellers and many purchasing 
agents. It was a very undesirable condition 
in which to do business. For the past seven 
or ten years — ^in later times at any rate — 
all that misunderstanding or misgiving has 
been displaced by manly, straightforward 
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dealing. I do not think it could have been 
brought about -without the Steel Corpora- 
tion's influence and example. The benefit of 
that example has extended into collateral in- 
dustries like ours. I have noticed an im- 
provement in the competition of our own 
business in an ethical way. We still have 
the competition, but we do not try to mis- 
represent or teU lies any more. We are hon- 
estly friends now. Then we pretended to be 
friends, but were the bitterest enemies. It 
appears to be an improvement that pervades 
the entire steel line; and being the largest 
unit, the most influential unit, and setting a 
commendable example, has led us to all real- 
ize that it is a betterment." 

A study of these proofs satisfies us that apart 
from all ethical questions, the strong trend of 
the steeli business at the close of the last century 
was toward driving competitors out of business 
by cutting prices and that the business policy 
inaugurated by the ^teel Corporation (vol. 14, p. 
5670-3; vol. 13, p. 5218; vol. 12, p. 4777; vol. 14, 
p. 5717), and in which policy its competitors sub- 
sequently followed, has resulted, in the ten years 
of its existence, first, in a more general division of 
business between all competitors in the steel busi- 
ness than under "the older system. Second, in tend- 
ing to minimize the shutting down of its own and 
its competitors' plants ia times of depression. 
Third, it has made steel products non-speculative, 
and has therefore benefited aU dependent iron and 
steel manufacturers by enabling them to have a 
steady, non-speculative supply of those basic 
steel products on which their plants depend for 
operation. The evidence on which these conclu- 
sions are based is corroborated by the business 
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facts and business results in which we now sum- 
marize in the working out of this policy for ten 
years by the Steel Corporation and its com- 
petitors. During that time the business of both 
competitors and the Steel Company has increased 
very largely but it is highly suggestive, indeed, 
conclusive proof that the Steel Company had 
neither monopolistic control or power to restrain 
trade, since the proportion of trade increase was 
very materially greater on the part of the Steel 
Corporation's competitors than its own. These 
significant figures prove that mere size, or big- 
ness of business, is not necessarily a monopoly 
of business at the expense of all others engaged 
in it. And in that connection, and as aptly ex- 
pressive of our views, we may quote with ap- 
proval the language of Judge Hook of the Eighth 
Circuit, in his concurring opinion in the Standard 
Oil Case, 173 Fed. Eep. 196: 

"Success and magnitude of business, the 
rewards of fair and honorable endeavor, 
were not among the evils which threatened 
the public welfare and attracted the atten- 
tion of Congress, but when they had been 
attained by wrongful and unlawful meth- 
ods, and competition had been crippled or 
destroyed, the elements of monopoly are 
present." 

In the most important element of steel rails, 
an item on which great stress has been laid, a 
most important factor of monopoly, and control 
of prices, we find that, in spite of the general 
increase of rail production, the Steel Corpora- 
tion's relative proportion of rail business has 
fallen off nearly eight per cent., while its com- 
petitors' has increased correspondingly. In the 
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great basic item of steel ingots, on whicli the 
great bulk of steel manufacturing rests, while 
the Steel Company's ingot business increased 
44%, its competitors' ingot business grew nearly 
three times as fast, viz., 137%. To say thait any 
monopoly of ingots existed when this bill was 
filed, that it now exists, or that it can exist, is 
simply to run counter to the testimony of ten 
years' business experience, and to the evidence 
in this record. In the great item of structural 
shapes, which enter into bridges, buildings, and 
other common uses, while the business of the 
Steel Company is these years increased nearly 
one-half, to be exact, 42.7%, its competitors have, 
during these years, gone ahead nearly four times 
as fast, 164.4%, and in that connection, it will 
be observed, as heretofore shown, that a large 
part of the increase of the Steel Company's 
structural product was in the foreign, not in the 
home market, in which latter market it has more 
than three hundred fabricating competitors. 
Practically the same proportions exist in wire 
rods, the basis of wire fences and other articles 
of widespread use. In wire rods, the Steel Cor- 
poration has increased its business 49.7%; its 
competitors 182.2%, nearly four times as fast. 
So also a monopoly of the tin plate industry 
was feared, while the outcome shows the Steel 
Corporation has in tin plate and terne plate in- 
creased 63% ; its competitors have increased 
threefold as fast, viz., 186%. So in the pipe 
industry. Instead of there being a monopolistic 
and exclusive growth, there has been a relative 
retrogression, for while the pipe business of the 
Steel Corporation has largely increased — ^in 
wrought pipe 36% and in seamless tubes 100% — 
its competitors have increased nearly six times as 
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fast— in wrought pipe 200.9%, and in seamless 
tubes over seven times as fast, 750%. In the item 
of pipe alone, it has already been noted in the tes- 
timony of the General Manager of a great Gas 
Company, that, as a buyer of pipe, it enjoys 
active competition between thirteen concerns. 

These facts and figures conclusively answer the 
charges of monopoly and restraint in the home 
market. We are therefore justified in answer- 
ing in the negative the question to which the 
foregoing part of this opinion is addressed, 
namely, — was the Uniied States Steel Corpora- 
tion, at the time this bill was filed, then preju- 
dicing the public interest by unduly obstructing 
the steel and iron business of the United States'? 

"We turn next to the steel and iron trade with 
foreign nations, and address ourselves to the 
second question, namely, was the United States 
Steel Corporation, at the time this bill was filed, 
then prejudicing the public interests by xmduly 
restricting or unduly obstructing the steel and 
iron business with .foreign nations'? 

In taking up that question, it is to be noted that 
the entire foreign business here in question is 
now carried on, not by the Steel Corporation, but 
by a subsidiary of the Federal Steel Company 
(vol. 10, p. 3775) called the United Products Com- 
pany. This company was formed in 1903, and the 
Federal Steel Company is the owner of its stock. 
This Products Company is not made a party to 
this bill and there is no prayer for its dissolution. 
All other subsidiary companies of the Steel Cor- 
poration are made parties and their dissolution in 
many cases prayed for. Whether the omission of 
the Products Company from the bill, and the ab- 
sence of any prayer for its dissolution, was an 
omission, or was advisedly done, with the pur- 
pose of conserving its foreign trade, does not ap- 



64 

pear. But tlie absence of a formal prayer for 
the dissolution of the Products Company is, 
however, of no practical importance, for the con- 
tinuance of such foreign trade of the Products 
Company is manifestly dependent on the manu- 
facturing facilities, the product diversity, and the 
financial ability of the Steel Corporation. If, 
therefore, the Steel Corporation be dissolved by 
this court, the Products Company will be divested 
of the practical commercial power of continuing its 
foreign trade, since the proof is (vol. 10, p. 3844- 
3879) that 80% of the goods it sells necessarily 
(vol. 6, p. 2215; vol. 12, p. 4731) comes from the 
Pittsburgh District in which the Federal Com- 
pany has but little production. On the other 
hand, if the Federal Company be also dissolved, 
then the Products Company will of course be left 
without any mills or plants which are so located 
(vol. 10, p. 3829) as to do export business, but 
2% of the Federal Steel Company's product now 
going (vol. 10, p. 3829) into foreign trade. So 
that the foreign trade of the Products Company, 
if acquired and held in violation of the Sherman 
Law, can be as effectually ended by a dissolution 
of the Steel Corporation or the Federal Steel 
Company, as though the Products Company had 
been made a party to this proceeding and its disso- 
lution prayed for and decreed. 

It is apparent that the monopolization and re- 
straint of foreign trade must in the nature of 
things consist of either taking away from others a 
foreign trade which already existed, or if such 
foreign trade was not in existence, then in build- 
ing up or maintaining such foreign trade by pre- 
venting or restraining others from entering it. 

Now foreign trade is not a mere general, theo- 
retical abstraction of selling abroad, but is a con- 
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Crete, definite, business proposition in iron and 
steel. We have our domestic trade which consists 
in supplying domestic use or consumption. And 
such domestic use necessitates one having or tak- 
ing to the market where his customer is located 
the articles the latter wants to buy. It goes with- 
out saying that if one man has a wire mill at Pitts- 
burgh, situate near another man's billet mill, and 
that billet mill has in its warehouse at all times an 
ample supply of billets to run the wire mill (the 
proofs (vol. 10, p. 3773) show eighteen different 
analyses of such billets are required), the wire 
mill owner will prefer to deal with, and will deal 
with, the billet mill in Pittsburgh in preference to 
dealing with one at Chicago. And this is so, be- 
cause freights are eliminated (vol. 10, p. 3987) ; 
uncertainties of railroad transportation are 
avoided; if materials prove faulty or not of the 
right metallic character (vol. 10, p. 3773) the mis- 
chief can be at once remedied. Of course, if the 
Chicago mill, from any motive, chooses either 
from over-production, business needs, or other 
causes, to offer the wire mills at Pittsburgh bil- 
lets at a lower price than the Pittsburgh mill, a 
sale might be made; but this occasional, abnormal 
puchase could and would result in no established, 
normal trade between the Chicago billet mill and 
the Pennsylvania wire mill. The only way such 
normal trade relation could be established wotdd 
be by the Chicago manufacturer locating a per- 
manent, stocked warehouse near the Pittsburgh 
wire mill. If its cost of production was so low 
and it could pay the freight from Chicago to 
Pennsylvania, and could furnish in quality, quan- 
tity and price the same product as the Pittsburgh 
mill, then and then only, could it hope to have nor- 
mal, continuous trade with the Pittsburgh wire 
mill. We take this homely but suggestive illus- 
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tratioE to empliasize what proofs show are the 
demands and requirements in foreign iron and 
steel markets which confront an attempt to enter 
them, and that such market is not to be held by 
the mere occasional shipping of goods to foreign 
countries. Moreover, in considering the possible 
range of foreign iron and steel markets for Ameri- 
can iron and steel, there must first be excluded 
from that market, Grermany, France, Austria, 
Italy and Eussia. The proof is (vol. 10, pp. 3846- 
7) that the tariffs of each of those countries pre- 
vent the sale there of American iron and steel. 
The proofs also show (vol. 10, pp. 3827-3849) that 
the attitude of the English public and the hos- 
tility of English labor organizations toward 
American iron and steel likewise prevent Ameri- 
can iron and steel products entering England, save 
wire fences, the manufacture of which is only now 
being taken up there. It follows, therefore, that 
the iron and steel trade of the United States with 
foreign nations must be largely built up in other 
parts of the world, and such has been the outcome 
of the efforts of this Company as shown by the 
proofs. Referring to trade in such nations as are 
not closed to the iron and steel business by their 
tariffs, these in a general way are the steel 
markets of Asia, Africa, the British Colonies, all 
South America, Cuba and Mexico. But while 
these markets are open, they were, when the Steel 
Corporation was formed (vol. 10, p. 4125) "prac- 
tically preempted by foreign manufactures and 
foreign merchants ; that is, principally continental 
concerns, English concerns, as well as having 
branch offices and warehouses in all of the con- 
suming markets of the world. It was a very diffi- 
cult thing to enter those markets. The European 
manufacturers had been established in the 
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markets of South America, Asia, Africa and the 
Orient, some of them over fifty years. There was 
not only a prejudice, but a hostility in most cases 
against newcomers in the trade. In order to get 
a foothold in these markets, we usually had to sell 
below the prices of the concerns that were estab- 
lished there, and who had their customers and na- 
tive salesmen, and all the advantages that go with 
a long occupation of a business in any foreign 
country. It is more the custom in foreign coun- 
tries thaji it is here for people to attach to them- 
selves customers that buy from them regularly." 
Moreover, the proofs (vol. 10, p. 3842) show, and 
such would seem to be the manifest commercial 
fact that, "It is impossible to develop a foreign 
business unless it is done continuously. Buyers 
will not patronize people who are not in a position 
to give them a continuous source of supply." 
Without entering upon a discussion of other mat- 
ters, it suffices to say that not only were these 
foreign markets preempted and tenaciously held 
by foreign manufacturers, foreign merchants and 
foreign bankers who refused to finance importing 
enterprises there unless there was (vol. 10, p. 
3833) a stipulation that all materials should be 
bought in such bank's own country, but the 
markets require the maintenance of varied lines 
of products, the only way to supply which varied 
lines was by having varied lines of finishing mills 
at home and the maintenance of large warehouses 
(vol. 13, p. 4974; vol. 11, p. 4139) abroad. The 
proofs in the case show that in 1901, when the 
Steel Company was formed, with the exception of 
wire exportations — which for various reasons 
(vol. 10, p. 3792-3790-3791) was not broadly suc- 
cessful — there was no iron and steel trade of an 
established or continuous character between 
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American iron and steel manufacturers and for- 
eign nations. It is true there were spasmodic ex- 
ports which at times amounted to considerable 
volume, but they were not continuous or sustained 
and they resulted in no established trade or deal- 
ing. Indeed in many cases the nature of this 
spasmodic trade (vol. 10, p. 3842) was such as 
to create a hostile feeling toward any subsequent 
effort on the part of American iron and steel 
trade to enter the same foreign market. The 
proofs show that at that time and for many years 
previous, that so long as the demand of the home 
market was sufficient to absorb their product, our 
iron and steel manufacturers made no effort to 
sell their output abroad. When, however, the 
reverse was the case, and they had on hand a sur- 
plus product for which there was no domestic 
trade, they went into the foreign mai'ket and 
tried to get rid of such surplus product there. 
The European and American steel and iron 
market being inter-related (vol. 28, p. 12,013), the 
proof is that in addition to paying the freight to 
get his goods to the foreign market, the Ameri- 
can manufacturer had, in order to get customers 
away from the foreign manufacturers who were 
already in possession of such trade, to cut the 
price when they sold in the foreign market. This 
spasmodic course grew to be known in the steel 
business as "dumping'' (vol. 10, p. 3843, 3846, 
and 3993), and may be well likened to the bargain 
sales by which a merchant seeks to dispose of a 
surplus stock which he cannot sell at normal 
prices. It will, of course, be obvious that a manu- 
facturer could not continue such low price dump- 
ing, any more than a merchant could dispose of 
all of his stock — ^instead of his surplus stock — at 
bargain prices. The proofs (vol. 26, p. 11,096) 
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show the same course of dumping abroad in times 
of depressed markets was followed by European 
steel manufacturers in our market. The then 
status of American steel manufacturers is shown 
by the proven experience of the Carnegie Steel 
Company. It was the most aggressive of any of 
the steel companies to enter foreign trade, ex- 
porting 70% of the then steel exports, (vol. 11, 
p. 4345). The Carnegie Company's location, 
facilities and freight rates enabled it better than 
most other companies, to enter foreign trade, and 
from its works, as the foreign trade of the Steel 
Corporation developed, such trade to the extent of 
(vol. 10, p. 3845) 24% of the entire product of the 
Carnegie Company goes into such export trade. 
It will therefore appear that the Carnegie Com- 
pany can be fairly regarded as the best fitted of 
American steel companies to compete for export 
trade. Referring to that time, the President of 
that Company (vol. 11, p. 4139) testified : 

"We had made spasmodic attempts at it. 
In dull times, when business could not be se- 
cured at home, we would make attempts at 
foreign business by going m and making an 
unusual price, which was the only way that 
any foreign business could be secured then, 
inasmuch as we had not an established busi- 
ness or business connection, and therefore, 
customers were not inclined to buy from a 
firm who could only furnish them occasion- 
ally." 

The relation of the Carnegie Company to for- 
eign trade is shown by its minutes, etc., as they 
appear in Government Exhibit, vol. 3, p. 1134, 
From the proofs in the case these things seem 
settled, namely, that when the Steel Corporation 
was formed, American steel manufacturers had 
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no real, dependable, export trade abroad; that 
such sales as they made were spasmodic, made 
with a view to dumping surplus product, and such 
sales were secured by underselling the European 
market when they had no home market. It wiU 
also appear that being excluded by the steel tar- 
iffs of Germany, France, Russia, Austria and 
Italy, and by other causes from England, such 
dependable foreign markets as were open for 
them to build up, as will be seen later, had to be 
found in other parts of the world. This sum- 
mary of the situation is warranted by the study 
of the proofs.* 

*We may add that, wholly apart from the record, a reading 
by us of books, articles and addresses on the subject of foreign 
trade, satisfies us that the evidence of those who have in this 
record testified on the subject are in harmony with the views 
expressed in current literature of the steel trade. From that 
reading, we have selected as expressive of the then attitude of 
the American steel trade toward the foreign market, an article 
by James M. Swank (whose reports of statistics, Deft's Ex., 
vol. 3, p. 145, have been received by all parties to this record 
as reliable). In an article on The Future of the American Iron 
Trade, in the Engineering Magazine of 1895, vol. 10, p. 613, 
Mr. Swank says: 

"Except in periods of excitement, like that which prevailed 
last Summer, our capacity for the production of iron and steel 
will be greater than the home demand. This fact, joined to the 
cheapening of all iron and steel products through competition, 
has led many of our manufacturers to look to foreign markets 
to absorb our surplus products, or to employ our surplus ca- 
pacity. An examination of our export statistics for many years 
shows that this is a delusive hope." 

Mr. Swank then takes up our iron and steel ex- 
ports for many years. He shows that during the fif- 
teen years following 1870, there was no progress what- 
ever. That during the next six years it increased rap- 
idly, when a decline began, followed the next year by a 
slight increase. He called attention to the fact that, included 
in our iron and steel exports, have been a number of things, 
such as machinery, boilers, hardware, sewing machines, saws, 
tools, locomotives, etc., which formed the principal part of our 
iron and steel exports. That out of $30,000,000 in the aggre- 
gate of such exports, less than $400,000 was pig iron ; that 
plates and sheets were less than $200,000; that nails only 
amounted to $500,000, and iron and steel rails about the same 
amount, ending with this statement — "the other products of our 
rolling mills and steel works forming an infinitesimal part." 
He then says: 

"It is evident that our iron and steel manufacturers, as con- 
tradistinguished from the manufacturers of machinery, hard- 
ware, saws, tools, sewing machines, locomotives, and other fin- 
ished articles, have little to hope for in foreign markets under 
present conditions, or those which have recently prevailed." 
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Seeing, then, that when the Steel Corporation 
was formed no such volunie of foreign trade in 
steel existed, that the acqxusition of any part, 
or indeed the whole of it, could constitute a re- 
straint of trade with other countries, and seeing 
that the foreign trade which the Steel Corpora- 
tion had during its earlier years has increased 
from approximately thirty-one millions to ninety- 
one millions, we turn to the next question, did the 
Steel Company acquire this original or additional 
trade by monopolizing or restraining foreign 
trade, or attempting to do so; or, on the other 
hand, was its acquisition the natural and normal 
growth of fair business effort? We have said 
the foreign trade of the Steel Company in 1911 
was $91,000,000, but of that amount some thirty 
millions is really not solely its own, but was 
shared by it with other Aanerican steel manufact- 
urers. To explain, it wiU hereafter appear that 
in the development of a foreign steel trade, the 
Steel Corporation has established agencies, ware- 
houses, freight communications and other export- 
ing agencies in many of the markets of the world. 
As we read the testimony (vol. 11, pp. 4472, 4471), 
in reference to this thirty millions of foreign 
trade, it seems that if an American manufacturer 
of steel finished products, for example, locomo- 
tives, oil tanks, gas tanks, cars, etc., had an in- 
quiry or desired to make a bid to furnish such 
goods in some foreign country, where such manu- 
facturer did not have, but the Steel Corporation 
did have, a representative, the Steel Corporation 
would on request ascertain and report to the 

The conclusion of his whole article is this: 

"It follows from what has been said that American iron and 
steel manufacturers must look almost entirely to their own 
country for the employment of the productive capacity of their 
iron and steel works, and that if this capacity cannot be prop- 
erly utihzed, some of it, as in the past, must stand idle or be 
abandoned. The fittest works will survive. For these there 
will be sufficient employment." 
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American tank manufacturer what price lie would 
have to put on his tanks etc., to get into the 
desired foreign market. The ability of the tank 
maker to meet such foreign competitive price in 
the prospective buyer's market, depended, 
amongst other things, on two items, — the cost of 
the sheets from which his tank was made, and the 
freight cost of delivering the tank. In case the 
current prices of such sheets in the American 
Steel market were such that the tank maker 
could not sell his tank low enough to compete 
with the foreign bidder, the Steel Corporation 
would agree to furnish the plates at such lower 
price as would enable the tank maker to underbid 
his foreign competitor. This price reduction, 
coupled with the fact that the Steel Corporation 
would forward the tanks with its own freight, en- 
abled the tank maker and the Steel Corporation to 
thus jointly sell the tank which neither could do 
alone. By such operations, where it made the 
basic material, but did not make the finished ar- 
ticle, the Steel Corporation, in 1911, thus did 
$30,000,000 in trade abroad in finished steel prod- 
ucts in co-operation with other American manu- 
facturers. The proofs show that this course of 
price reduction was followed in order to induce 
American manufacturers of finished steel prod- 
ucts to co-operate with the Steel Corporation in 
extending the latter 's foreign trade. The uncon- 
tradicted proof in that regard is that these for- 
eign reduction prices, thus given to American 
manufacturers to enable them to compete in the 
foreign markets, were open (vol. 11, p. 4472), "To 
all comers, anybody that wanted to develop a for- 
eign business received our assistance, not only in 
the way of special price, but we would lend him 
a salesman in a foreign country and place our 
oflSce at his disposal and help him in every way 
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to build up a foreign business * * * (vol. 
10, p. 3835). Our office is an encyclopaedia for 
the manufacturers of the United States, particu- 
larly in iron and steel and those collateral lines. 
We have never hesitated to give information with 
regard to conditions in countries, and the credit 
of people whom we may have been doing business 
with, and especially facilities and information 
generally with regard to tariffs in countries and 
railway facilities for internal distribution gen- 
erally * * * vol. 10, p. 3836. I had pre- 
pared under my direction a list, I think, of about 
158 manufacturers to whom we have made a spe- 
cial allowance in order to enable them to develop 
a foreign business." The proofs show (vol. 10, p. 
3848), that this large volume of business, termed 
by the Steel Company "re-export" business, and 
amounting, as stated, to $30,000,000 in 1911, was 
shared in by 158 other firms or companies, and 
in making such re-export articles from fifteen to 
eighteen thousand mem were employed. The 
proof is (vol. 10, p. 3885) that on ocean freights 
the Steel Corporation has no rebate or advantage 
over its competitors. It will be observed that in 
thus reducing the price of basic steel materials to 
enable manufacturers to enter the foreign 
markets, the Steel Corporation has pursued the 
same helpful course of lower freights for exports, 
which the Interstate Commerce Commission has, 
since 1903, approved of the railroads doing. In 
that regard the proofs show, (vol. 11, pp. 4474-5), 
" If a shipment is made from Pittsburgh to 
New York under a bill of lading beginning 
and ending with Pittsburgh and New York, 
that where it is known that it is going to be 
exported the rate is less than when it is known 
it is going to stop in New York; the tariffs 
are published * * *. There is an export 
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rate and a domestic rate, and the Government 
has encouraged the export business to the ex- 
tent of permitting the Interstate Oommeroe 
Commission to make export rates. The ex- 
port rates have been in effect since 1903." 

And we may add the proofs (vol. 10, p. 3833) 
show that the Interstate Commerce Commission 
has gone to the extent of differentiating among 
different articles for export, making freight on 
export rails lower than on other export articles. 
We may here say that the Interstate Commerce 
Commission and the railroads in thus co-operating 
with the Steel Corporation and these other manu- 
facturers in allowing lower freights from interior 
points to the seaboard on goods intended for ex- 
port has followed the policy adopted in European 
countries. In that regard the proofs (vol. 12, p. 
12,037) show, "The German Government and the 
German railroads help for the export of finished 
products, but they charge the full domestic rate 
for any finished product that is imported. ' ' 

Passing on, then, from this $30,000,000 of the 
foreign trade, which the Steel Company has cre- 
ated for itself by inducing domestic consumers of 
its basic products to jointly enter into a foreign 
trade, and considering the other foreign trade 
$60,000,000 which is its own, we examine the evi- 
dence as to whether the creation and building up 
of this, its own foreign trade, involves monopoly 
or restraint of trade. This becomes all-important, 
because the Steel Corporation's contention is that 
the creation and building up of a foreign steel and 
iron trade was one of the controlling reasons that 
led to its formation, and not a purpose to restrain 
or monopolize interstate home trade. In that re- 
gard the contention of the Steel Corporation is 
that no such foreign steel and iron trade could be 
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built up without the large resources of the Steel 
Company (vol. 10, p. 3790-1), and the varied pro- 
ducts which the integration and combination of 
its units alone made possible. The mere statement 
of this contention shows its importance, for if the 
two-fold purpose of this statute is to foster and 
protect trade, both foreign and interstate, and if 
foreign trade cannot be increased without some 
such mechanically varied and financially strong 
agency as this Steel Corporation, then manifestly 
such agency is not a violation of a statute whose 
purpose was to permit — not to prevent — the nor- 
mal, natural and to-be-desired development of un- 
restrained, unmonopolized trade, both foreign and 
domestic. In taking up this question, we dismiss 
once and for all the question of mere volume or 
bigness of business. The question before us is not 
how much business was done, or how large the 
company that did it ; the vital question is, how was 
the business, whether big or little, done — was it, 
in the test of the Supreme Court, done by prejudic- 
ing the public interests, by unduly restricting or 
unduly obstructing trade 1 The question is one of 
undue restriction or obstruction of trade, and not 
of undue volume of trade. If mere size were the 
test of monopoly and trade restraint, we have not 
one, but a half dozen unlawful monopolies in the 
large department stores of a single city. If a 
manufacturing and selling business, fully equip- 
ped for its local market, extends its operations to 
cover a State, its business, its facilities, its capital, 
must grow larger. If it is to cover nations, it 
must be larger still. These plain facts simply but- 
tress the holdings by courts that the normal and 
necessary expansion of business to any size is not 
forbidden by the Sherman Law, unless such ex- 
pansion is accompanied or accomplished by an un- 
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due restraint or obstruction of trade. For, as said, 
by Mr. Justice Day in Flint v. Stout, 220 U. S. 
166,— 

"The possession of large assets is a busi- 
ness advantage of great value; it may give 
credit whicli will result in more economical 
business methods; it may give a standing 
which shall facilitate purchases; it may en- 
able the corporation to enlarge the field of 
its activities and in many ways give it busi- 
ness standing and prestige." 

Turning, then, to this foreign trade, we find 
that in 1901, the Steel corporation did a foreign 
trade of $31,000,000, and in 1911 of $91,000,000. 
This (vol. 10, p. 3847) was 90% of the foreign 
iron and steel trade of the coimtry. On the one 
hand, it is charged that this foreign trade was 
acquired by violation of the Sherman Act ; on the 
other, that it is the normal, and natural result 
of lawful business, commercial foresight and per- 
sistent effort. To determine these contentions 
from the evidence, we now address ourselves. Of 
the purpose of this corporation to create and pos- 
sess this foreign trade there can be no question. 
So that if it was illegally done, the Company can- 
not escape the legal consequences. Its avowed 
purpose to enter into and acquire foreign trade 
in iron and steel is shown by the Corporation's 
own proofs: (Gary, vol. 12, p. 4733; Reed, vol. 
14, pp. 5658, 5562, 5563; Bacon, vol. 14, p. 5476). 
Indeed, in outlining the plan and scope of the 
operations of the Steel Company, whose forma- 
tion he was then advocating, its first President 
(Schwab, vol. 11, p. 4139) says: 

"I enlarged and perhaps made a more 
strenuous talk to Mr. Morgan upon the sub- 
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ject of export, and our ability to export, and 
foreign business in foreign markets, than 
any other, excepting only the eoononaic ad- 
vantages to be derived. ' ' 

Indeed, that the Steel Corporation was largely 
formed, that its large financial resources were de- 
signed and the varied lines of its constituent man- 
ufacturing units were bought to enable it to suc- 
cessfully enter foreign trade is shown by the 
proofs. Thus (vol. 11, p. 4321) referring to his 
talk with Mr. Morgan, Mr. Schwab says : 

"I expected, naturally, to increase the for- 
eign trade very much. May I explain what 
I mean by my development of foreign trade? 
I said before that this business could only 
be practically and successfully developed by 
works having a complete Hne of steel prod- 
ucts; and that was one of the things to be 
gained by this organization. 

Q. And in taking this up with Mr. Morgan 
you presented that? 

A. That was one of the things I urged." 

The fact that the development of the foreign 
trade necessitated a wide diversity of products; 
that this product diversity was to be obtained by 
the Federal Steel Company acquiring a number of 
mills making such diversity of products and com- 
pletely integrating itself, is shown by the proofs. 
Eef erring to carrying out the general plans which 
he and Mr. Morgan outlined for acquiring such 
properties, Judge Gary, (vol. 12, p. 4733) testi- 
fied: 

"Q. Now, what were the subjects consid- 
ered by you gentlemen, directors of the Fed- 
eral Company, or owners of the Federal, at 
that time, and on account of which, or after 
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consideriug which, you reached the resolu- 
tion you mention? 

A. The question of securing the Carnegie 
properties, with their ore reserves, which 
contained a dass and character of ore in. 
large quantities which the Federal or the 
Minnesota Iron did not have, particularly 
their mills for diversified products, their 
location and their organization, which was 
believed to be a very good one, and if possi- 
ble, the acquisition of other companies own- 
ing finishing mills, in order to diversify the 
product, including the Wire Company, which 
had been offered to us a number of times, 
and for the purpose, as I have said, of com- 
pleting a rounded-out proposition, for the 
development of the business, extension of 
the business, manufacturing at lowest cost, 
and, particularly, increasing the extent of 
export business." 

And that such foreign trade demanded such 
wide diversity of product as could only be sup- 
plied by a Company which was broadly integrated 
to manufacture such diversified supplies is shown 
by the proofs. In that regard a witness of long 
experience iu foreign trade (Farrell, vol. 10, p. 
3790) says: 

"Q. What is the nature of your customers 
in foreign countries? Do you sell merchants 
or directly to consumers, or both? 

A. We sell to merchants, consumers and 
manufacturers. 

Q. Is there any advantage in selling to 
merchants to have a diversified line of pro- 
ducts? 
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A. A great advantage. That is the rea- 
son why we have been able to develop our 
business, because we offer them a diversified 
line of products from one source. 

Q. From your knowledge of the business 
and the way it is done, what would you say 
as to whether or not the different constituent 
members of the Steel Corporation could all 
together have developed such a foreign trade 
as has been developed by the corporation, 
if they had remained separate and distinct? 

A. It would have been utterly impractica- 
ble and impossible. We had an exemplifica- 
tion of that at Pittsburgh Wire Company, 
where we were obliged to confine our exports 
to two or three different products, because of 
the necessity of having facilities to deal with 
certain lines of business. 

Q. Take, for instance, the American Steel 
& Wire Company, as an economic proposi- 
tion, as a business proposition ; will you state 
whether or not it would have been feasible 
or possible for the American Steel & Wire 
Company to maintain agencies in the various 
countries, as stated in Exhibit 39? 

A. It would have been impossible owing to 
the cost. 

Ql. What would be the fact as to the Car- 
negie Steel Co. in all these countries? 

A. The same thing would apply to the 
Carnegie Steel Co., even to a greater extent 
because of the character of their product, 
which is not as widely consumed as wire pro- 
ducts and sheet metal steel products, except 
in the case of some coarse products. 

Q. What influence, if any, does the offer- 
ing of one class of steel products have on 
the sale of another? 
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A. In the export market we say that one 
product sells another, that is, by having the 
great range of products, the buyer has an 
opportunity to order practically all his re- 
quirements. Frequently these people will 
charter their own sailing vessels and load 
them themselves. They want to buy every- 
thing they can. ' ' 

That this is a correct business estimate of the 
demands of the foreign market is corroborated 
by the testimony of the President of probably 
the most widely diversified range of finished 
steel products company in this country, who 
(Simmons, vol. 23, p. 9403) says : 

"Q. In what way has your ability to carry 
on a foreign business been affected by the 
fact that you have a full line consisting of 
many kinds of edge tools and cutlery? 

A. Without that we would have practically 
no business abroad. 

Q. Why is that? 

A. Because no one line or one item in 
the line would be sufficient to interest the 
foreign buyers. It is the completeness of the 
line under one brand and one uniform quality 
that they seem to take an interest in. 

Q. That is, they buy full lines of you, do 
they? 

A. Yes, sir." 

Of the fact that this policy of foreign trade 
expansion was as such entered into by the Com- 
pany, and has since been pursued, the proofs are 
full (Eoberts, vol. 13, p. 4969; vol. 11, pp. 4147-8). 
A most experienced man of one of its constituent 
companies, the American Steel & Wire Company, 
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and who had developed its foreign wire business, 
was given absolute charge of the development, 
along the lines previously advocated (Schwab, 
vol. 11, p. 4147; Farrell, vol. 10, pp. 3774-5), of 
all the export business. In 1903, the Products 
Company, a subsidiary of the Federal Steel Com- 
pany, was created for that express purpose. A 
systematic plan was pursued of establishing for- 
eign distributing warehouses and of building up 
new freight lines and shipping facilities. It will 
thus appear that whatever may be the legal con- 
sequences of the acquisition of this great volume 
of foreign trade, there can be no doubt of the 
fact that it was acquired by this Company in 
pursuance of a well understood purpose. The 
proofs also show that the diversified products of 
the Steel Corporation, the location of its plants 
for export manufacture; and its facilities gen- 
erally are the means by which this trade has 
been supplied and built up. And they also dis- 
close the fact that the different subsidiary fin- 
ishing companies of the Steel Corporation were, 
among other things, chosen and acquired by that 
Company with a view to developing the very for- 
eign trade which has since been acquired. Such 
being the case, it logically follows that if the 
possession of this great volume of foreign trade 
is illegal as a monopoly or restraint of trade, the 
Steel Corporation, of which the Products Com- 
pany is the mere agent, is also a violator of the 
Sherman Law. Was then this foreign business 
acquired on the one hand through illegal methods 
by the Steel Corporation monopolizing or at- 
tempting to monopolize, or to restrain foreign 
trade? Or was it, on the other hand, the result 
of lawful and fair means to expand and increase 
American foreign steel and iron trade without 
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driving out those who were in such foreign steel 
trade, or without preventing those who wanted 
to enter it from doing so? 

We have already seen that when the Steel Cor- 
poration entered this field there practically was 
no existing foreign steel trade held by American 
steel manufacturers. We have seen the opposi- 
tion existing in such foreign markets to the build- 
ing up of such trade by a newcomer; we have 
seen that the markets of practically all the prin- 
cipal nations of Europe were tariff closed to 
American steel, and that the spasmodic dumping 
policy theretofore pursued by American steel 
manufacturers had created (vol, 10, p. 4126-7) a 
prejudice against American trade which had to 
be overcome. In that regard the proof by a 
witness whose long practical experience, broad 
grasp and commercial success in building up a 
discredited foreign steel trade, gives weight to 
his evidence. It is (vol. 10, p. 3842) : 

"It is impossible to develop a foreign busi- 
ness unless it is done continuously. Buyers 
wiU not patronize people who aie not in a 
position to give them a continuous source of 
supply. We had, in the early stages of the 
corporation, to live down the dumping busi- 
ness, which was quite prevalent with some of 
the companies prior to the formation of the 
Steel Corporation. * * * Prior to the 
formation of the United States Steel Corpo- 
ration, some manufacturers in this country at 
times, during depressions here, would ship 
large quantities of materials to markets, prin- 
cipally to producing markets such as Great 
Britain. The result was that prices were 
broken down and in many instances the ma- 
terial was never delivered, because the cus- 
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tomers, after the prices liad been disturbed, 
could buy material in tbeir own country, and 
in some instances, the customer has paid com- 
pensations to sellers to cancel the contract. "§ 

He further says in substance: 

"Dumping is an uneconomic practice and 
one that does not develop a continuous busi- 
ness. It was a sporadic business and was in- 
dulged in owing to the exigency of manufac- 
turing at the time. The export business of 
the corporation has been prosecuted continu- 
ously. It has been built up from 290,000 tons 
in 1903, 1 think, to 2,246,000 tons in 1912." 

Speaking of the efforts of American Steel Manu- 
facturers endeavoring from 1895 to 1901 to dump 
materials abroad, the same witness (vol. 12, p. 
4629) says: 

"They were endeavoring to dispose of large 
quantities of material and in doing so, they 
dislocated those markets, and as a conse- 
quence of that the prices were greatly de- 
moralized and the manufacturers in those 
markets not only met the prices made by the 
Carnegie Steel Company, but made lower 
prices ; and the result was that thousands of 
tons of material were not delivered by the 
Carnegie Steel Company, and it was an actual 
fact that the buyers of their products paid 
them a compensation to let them out of the 
contracts after the market had been demoral- 
ised. The records of our office in London 
show, and I have examined them myself at 

§Indeed, the long time required to get foreign shipments of 
steel to their ultimate destination, and the changes in price 
meanwhile, makes even a regular, sustained, foreign steel busi- 
ness (vol. 10, p. 4126), a hazardous one. 
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times wlieii I have been over — I was inter- 
ested in looking it up — ^show that over $100,- 
000 was paid to the Carnegie Steel Company 
by buyers for cancelHng contracts after they 
had thrown this material on the market there 
to shipbuilders and all sorts of people. ' ' 

It took the Steel Company (Schwab, vol. 11, 
p. 4148) one or two years to get the foreign busi- 
ness started. It was necessary to establish and 
maintain a series of large warehouses all over the 
commercial world. Space forbids details, but the 
proof (FarreH, vol. 10, p. 3785; Defendant's Ex. 
vol. 2, pp. 179, 189) show that nearly three hun- 
dred places of business have been established in 
sixty different countries and in all parts of the 
world. That great warehouses or distributing star 
tions have been opened at strategic distributing 
steamship centers. Taking Belgium, for ex- 
ample; it was a great manufacturing country; it 
had a tariff and 90 per cent, of its manufac- 
tured product (vol. 10, pp. 3786-3849) was ex- 
ported. Consequently there was no market for 
the Steel Company there, except steel car rails. 
But notwithstanding there was practically no Bel- 
gium market for foreign steel, the Steel Company 
located a large warehouse at Aiitwerp in which 
it stored 10,000 tons of steel products, principally 
pipe. It was compelled to do this, because from 
Antwerp it was able to reach trading centers it 
could not reach direct from the United States. 
In that regard the proof is (vol. 10, p. 3786), ""We 
have shipping opportunities at Antwerp that do 
not exist in this country. Antwerp is a great 
distributing point, a large number of sailing ves- 
sels go to ports in the world that are not reached by 
steamers." In the same way, while the Austrian 
tariff (vol. 10, p. 3847) shut the Steel Corporation 
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out of that eoimtry, it established a warehouse 
at Trieste, Austria, by reason of the fact that 
wire products and pipe can be trans-shipped at 
Trieste to ports on the Adriatic, Syria and Med- 
iterranean. In the same way, the Steel Company 
established a warehouse depot at Vancouver, 
British Columbia, through which it furnished 
(vol 10, p. 3805) light rails for lumber camps, 
sheet iron;, wire goods and pipe. The building 
up of trade with British Columbia shows that the 
steel trade acquired there was not by the Steel 
Company restraining or monopolizing an exist- 
ing foreign trade, but was, by its creating a new 
and non-existent foreign trade, in the face of 
serious obstacles. To reach Vancouver, the Steel 
Corporation was confronted by a railroad freight 
rate from Pittsburgh to Vancouver of $18.00 per 
ton, while the English steel manufacturer could 
reach Vancouver on already established lines of 
steamers from Liverpool to Vancouver at $7.00 
per ton (vol. 10, p. 3805). When his steel reached 
Vancouver the English manufacturer paid one- 
third less of the preferential Canadian tariff than 
the American manufacturer (vol. 10, p. 3799). 
The result of these adverse conditions was that 
after the Steel Company opened its warehouse 
at Vancouver, it found (vol. 10, p. 3805) that it 
was impossible to do much business unless the 
Steel Company itself established a line of its own 
steamers from New York to Vancouver, through 
the Straits of Magellan. The Products Company 
itself accordingly started such a line, which is 
the only one from New York to Vancouver. It 
has four steamers of its own in service and two 
chartered vessels. These vessels call en route at 
many ports on the west coast of South America 
and Mexico, at some ports which have no regular 
steamship line. In addition to carrying the prod- 
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nets of the Steel Corporation, they (vol. 10, p. 
3806) have "Been carrying considerable quanti- 
ties of material for other manufactuxers in this 
country who had been unable to develop a busi- 
ness because of the lack of faciKties." In order 
to obtain return freight for their steamers the 
Products Company have to load them at Vancou- 
ver with lumber or coal for the Gulf of California 
(vol. 10 p. 3807) ; there they reload with copper 
matte for Dunkirk, France, and in France 
they take on chalk for New York. The 
whole triangular trip occupies from seven 
to eight months and shows the hitherto 
unused methods, and the continuous, sustained 
effort that must be made to get and hold foreign 
trade. By like effort, trade suited to the varied 
needs of various countries has been built up. 
Thus, (vol. 10, p. 3787) distributing warehouses 
have been established at Johannesburg, South 
Africa, at Sydney, Australia, in New South 
Wales, Copenhagen, Denmark;, Barcelona, Spain, 
Singapore, Straits Settlement, Valparaiso, CaUao, 
Buenos Ayres, Eio Janeiro, and other parts of 
the world to the number of forty. These ware- 
houses (vol. 10, p. 3787) are stocked with light 
rails for mines, corrugated iron for building, tin 
plate, wire products, pipe and pretty nearly 
everything the Steel Company makes, except rail- 
road rails. The steel for South America is car- 
ried by ship loads in chartered vessels, the Prod- 
ucts Company having under charter when this 
testimony was taken in 1913, some thirty-five ves- 
sels carrying cargoes to all parts of the world. 
Permanent and extensive bureaus are maintained 
at London and at Paris (vol. 10, p. 3789, 3815), 
in order to sell from there to the English and 
French Colonial possessions, buyers for which pos- 
sions gather at the two cities named. The necessity 
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for sustained, continuous effort is shown by the 
proofs (vol. 20, p. 7959). For example, the Prod- 
ucts Company has a general steel trade in the 
Argentine RepubHo of six millions a year (vol. 
10, p. 3794), consisting of wire products, sheet 
steel, tin plate, rails, structural material, street 
railway material, etc. Takiag the item of struc- 
tural steel, the proofs show the continuous ineans 
by which such trade is obtained and held. The 
company located a resident engineering force 
there, designed and built in Buenos Ayres the first 
steel structural building in South America (vol. 
10, p. 3794), and as a result of the maintenance 
of such a permanent engineering force there, has 
built every steel structure in Buenos Ayres, and 
(p. 3795), "We have maintained a very large 
office there. We are building a number of Gov- 
ernment buildings there. We built all the build- 
ings of the Buenos Ayres Exposition. We built 
one for the Argentine Government and one for 
the United States Government for their exhibits 
there." The proofs (vol. 10, p. 3795) show that 
the products sold in the Argentine to make up 
this six million aggregate are produced by the 
following subsidiary companies of the Steel Com- 
pany, namely, the Carnegie Steel Company, the 
American Sheet & Tin Plate Company, the Amer- 
ican Steel & Wire Company, the National Tube 
Company, and the Lorain Steel Company, and 
(vol 10, p. 3801), the American Bridge Company. 
It will be noted that these products with the ex- 
ception of the Lorain Steel Company practical- 
ly come from the Pittsburgh District, and thus 
substantiate the proof (vol. 10, p. 3829) that the 
Federal Steel Company was driven to further 
expansion and integration in order to enter for- 
eign trade. 
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A similar trade of diversified articles amounting 
to four millions (vol. 10, p. 3802) has been built 
up through, agencies in four principal commercial 
centers in China, and a trade (vol. 10, p. 3812) 
of five millions in Cuba. As evidencing that the 
foreign trade was largely newly created, instead 
of taken from others, reference may be made (vol. 
10, p. 3811) to the trade built up in Black Sea 
territory. The steel pipe and wire products from 
the American Sheet & Tin Plate, the American 
Steel & "Wire, and the National Tube Companies 
were at first sent to Hamburg and there trans- 
shipped. The building up of that trade by the 
Steel Corporation has caused (vol. 11, p. 3811) 
the establishment of a direct line sailing every six 
weeks from New York to the Mediterranean, for 
which the Products Company furnished the 
nucleus of each cargo, viz., from three to five thou- 
sand tons, but which afford shipping facilities to 
American manufacturers of all kinds of product. 
In the same way, a sustained trade of six millions 
a year (vol. 10, p. 3818) has been developed in 
Japan. This trade consists in pipe, railway ma- 
terial, structural bridge steel, light gauged steel, 
tin plate and street railway material, in all (vol. 
10, p. 3819) to the extent of 25,000 tons per month. 
In addition to using the regular steamer lines, 
three or four vessels chartered by the Steel Cor- 
poration, carried out entire cargoes each month 
from New York to Japan, of the varied products 
(p. 3818) of the Carnegie Steel Company, Ameri- 
can Steel & Wire Company, American Bridge, 
American Sheet and Tin Plate, National Tube and 
Lorain Steel Companies respectively. 

We have cited the above comparatively few fore- 
going proofs to illustrate the Steel Company's 
foreign trade is due to its own continuous and in- 
defatigable efforts (vol. 10, p. 3844-6), to build up 
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this trade on legLtimate, commercial lines, and not 
by trade restraint or monopoly at the expense of 
its competitors. It has been the creation of a new 
American foreign trade and not the monopolistic 
seizure of a pre-existing American foreign trade. 
Space constrains us to go into the extent of terri- 
tory and the varying character of that trade, the 
varied and individual requirements that had to be 
met in different markets, all of which show con- 
clusively that the dxmiping, spasmodic foreign 
trade practices in vogue in the steel trade at the 
close of the last century were at variance with the 
building up of dependable foreign trade, and that 
with the Steel Corporation has come the substitu- 
tion of reasonable, sound and successful commer- 
cial practices in which, and by which, under the 
proofs in this record, a dependable foreign steel 
trade can alone be built up. All these proofs, 
facts and results, serve to justify our conclusion, 
which we find as a fact, that this foreign trade of 
the Steel Corporation has not been gained by mon- 
opoly and is not a monopoly, that it does not, and 
has not, restrained trade; but on the contrary, 
others ia the steel trade (Toungstown, vol. 19, p. 
7708; Maryland, vol. 20, p. 7979) have been, at the 
same time, free to enter such foreign trade and 
have done so to the extent of their resources. From 
a business viewpoint, the matter is well summed 
up by an experienced business man produced by 
the Government, who, speaking of the wire and 
nail business with which he has been familiar, and 
of the export business of the Steel Company, says 
(vol. 5, p. 20S3), 

"I would say that it is the magnificent 
organization of the export department of the 
Steel Corporation which accounts for their 
success to a large extent. In every country 
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in the world, they meet the conditions; for 
instance, they have to have different gauges 
in different countries and different size kegs. 
In Japan there is a unit there which is' dif- 
ferent from elsewhere. Ours is a keg of 100 
pounds, but theirs is a keg of 133 pounds. 
Now, to know how to reach all the different 
countries and supply the needs according to 
the circumstances and give them prices, and 
so on, in their own money, or it may be in 
English money — ^it is their wonderful organi- 
zation that enables them to reach out as 
they do. 

Q. So the organization of the United States 
Steel Products Company, which handles the 
foreign busiuess, is a vary valuable thing 
for the steel trade of this country, is it not? 

A. Absolutely so. It is a wonderful organ- 
ization," 

Bearing on the systematic organization thus 
referred to, the proof (vol. 10, p. 3788) is, in 
substance as follows : 

The managers of these large offices in for- 
eign countries are almost entirely Ameri- 
cans, and nearly all of them have been 
trained in our oflSees here. We have a civil 
service system in our business, and our men 
are promoted from one office to another ac- 
cording to their aptitude for business in cer- 
tain countries. One man might be a good 
business man in Brazil and might be a total 
failure in Australia. 

As showing that this foreign trade has been 
built upon business executive effort, we may 
here refer to the facts later noted, namely, the 
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very material decrease in the cost of selling and 
the very material increase in the prices obtained. 
And in that connection, namely, the increase in 
price obtained for goods sold abroad, and the 
decrease of price for goods sold in the United 
States, the proof (Defendant's Eixhibit, vol. 2, p. 
190), shows the important fact, namely, that this 
foreign trade has not been built up at the expense 
of the home market. Without entering iato the 
details of that exhibit, it suffices to say that 
some eighty steel or wire products are there 
listed, aJl of which have been sold at materially 
higher prices in the foreign, than the same arti- 
cles were being sold for in the home market. We 
find in that list, such important and widely used 
articles as tin plate, structural steel, blooms, bil- 
lets and slabs, axles and steel wheels, plates, bars 
and hoops, T rails, pig iron, black and galvanized 
pipe, seamless tubes, horse shoes, wires of all 
kinds, nails and spikes, fences, bale ties — ^for all 
of which higher prices were charged and ob- 
tained in the foreign market than those paid by 
the domestic consumer. In connection with that 
exhibit, we note the testimony of W. E. Corey 
(vol. 9, p. 3042), who says that during the time 
he was President of the corporation: 

"The Products Company had become so 
weU established and had worked up such a 
line of customers, and trade conditions in 
the world were such that at times as high 
prices were netted to the miUs on foreign 
business as on domestic, and on some occa- 
sions were higher on certain contracts." 

To the same effect is the testimony of James 
A. FarreU (vol. 10, p. 3853), who says: 
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"Q. According to this statement, Exhibit 
No. 43, the gross tonnage of the Corporation 
increased between those years from 1,001,716 
to 2,243,138 tons; that is, from 1904 to 1912; 
or 123.9 per cent.? 

A. Yes, sir. 

Q. While the selling* value increased 181.7 
per cent.? 

A. Yes, sir; 181.7. 

Q. Or an increase of the average per gross 
ton of 25.8 per cent. ? 

A. Yes. 

Q. What occasioned that increase in the 
average price per ton received by you on 
these export sales? 

A. Because of the fact that we were con- 
stantly selling a higher priced product; that 
is, we were selling the various commodities in 
highly finished lines, and fewer of the prod- 
ucts in semi-finished and coarser lines. 

Q. How was it that you were able to in- 
crease the value or improve the kind of prod- 
uct you were selling in that way? Was it be- 
cause you were becoming established, or why? 

A. It was a natural development, due to the 
fact that we had established offices all over 
the world, and because of the fact that our 
mills were getting into a state of preparation 
to do this diversified business. 

Q. In addition to selling the higher grade 
of goods, more finished articles, how do the 
prices upon these specific commodities com- 
pare per ton, in 1904 and 1912, as a rule? 

A. They show an increase of about 25 per 
cent. 

Q. Then your increase was caused by that 
also, that you were able to get better prices 
on a specific product? 
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A. Yes, sir. 

Q. Or many of the specific products 1 

A. Yes. 

Q. That is all detailed, is it not, in Defend- 
ant's Exhibit 42? 

A. It is. 

Q. Year by year? 

A. Yes ; 1904 to 1912. 

Q. Inclusive. 

A. Yes. 

Q. This Exhibit 43 shows an increase in the 
domestic business in tonnage for 1904 to 1912 
of 87 per cent., or from 5,818,149 tons to 10,- 
877,544 tons, and an increase in the selling 
value of 65.2 per cent., or a decrease in the 
average per gross ton on shipments to the 
domestic market of 11.6 per cent. 

A. 11.6 per cent. 

Q. What was the occasion of that? 

A. Because of the fact that prices in the 
domestic department have constantly shown 
a decline. We are getting about $8 a ton less 
for materials in the domestic market than we 
were receiving in 1904. 

Q. You have stated that you are getting 
about $8 per ton less in the domestic market 
than you did in 1904, that is, you did in 1911? 

A. Yes. 

Q. Has the price in the domestic market 
fluctuated in that time or less in different 
years ? 

A. More or less, but it has gradually shown 
a lower return." 

In this matter, we have not overlooked Grov- 
ernment Ex. No. 205 (vol. 4, p. 1614), which chal- 
lenges some eleven articles of export. It will be 
observed, however, the exhibit itself concedes that 
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the prices inolude "in the majority of cases the 
freight and insurance to destination." As we 
have no facts and figures as to the separate items 
of such " C. I. F. " exports, we have no proof war- 
ranting our excepting them from the conclusions 
stated above, namely, that higher prices have 
usually been obtained in the foreign market than 
have been charged in the domestic. 

It will thus be seen that the significant factor in 
the view of the experienced witness quoted above 
(vol. 5, p. 2033), is in the Products Company as- 
certaining, meeting and supplying the individual 
need of individual foreign markets. And as em- 
phasizing his illustration of a different nail keg 
unit in Japan, as the basis of doing business, it 
might be added that to gain a foothold in the trade 
of India another unit was demanded. For the 
proofs show (vol. 10, p. 3792) that in India the 
keg unit does not prevail at all; that there the 
nail unit is a seven pound package of nails in 
paper packages, which are put up in such pack- 
ages at the nail mill at AUentown, Pennsylvania, 
a seaboard plant which was acquired with the 
American Steel & Wire Company. In the same 
way the proofs show (vol. 10, p. 3792) the markets 
of Australia demand an oval nail, while in Java 
a round one is required. Indeed the absolute 
necessity of making different goods for the for- 
eign markets from those made for home trade 
is illustrated by the proofs of the large expense 
necessarily incurred to meet these local foreign 
requirements. Thus the evidence (vol. 10, p. 
3881) is — "The first rail order we executed at the 
Tennessee Works was for the Argentine Gov- 
ernment; for the Chimibicha Railway. We ex- 
pended on the rolls, in preparing the rolls for that 
order, something like $74,000. That was for the 
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first order" and, (vol. 10, p. 3844) "after the 
Corporation acquired the American Steel & Wire 
Company they expended $800',00O on the Allen- 
town mill in order to diversify its products, and 
increase its opportunity to do a wider range of 
foreign business than it was doing at the time." 
A patient study of the proofs of actual busuiess 
facts, difficulties and efforts shown in the testi- 
• mony of experienced business men lead us to these 
conclusions : first, that the foreign business in 
steel and iron done by the Steel Corporation has 
increased (vol. 10, p. 3843) from 290,000 tons in 
1903, to about 2,250,000 tons in 1912, and in value 
from $31,000,000 in 1904, to $91,000,000 in 1913 
(vol. 10, p. 3783) ; second, that the Steel Corpo- 
ration normally does from eighty to ninety per 
cent of the foreign iron and steel business of the 
United States (vol. 10, p. 3897), that its exports 
of $91,000,000 in 1913, includes $30,000,000 of "re- 
export" business, so-called, which it does in con- 
nection with other American manufacturers using 
its basic products. That the "re-export" busi- 
ness in connection with other companies (vol. 10, 
p. 3848), gave employment to from fifteen to 
eighteen thousand men, and the foreign business 
of the Steel Corporation to forty thousand men. 
Third, that its competitors in the iron and steel 
business, with some few exceptions, (vol. 19, p. 
7709), do not seek to enter the foreign market so 
long as they can get a market at home (vol. 10, pp. 
3845, 3847, 3897; vol. 20, p. 7980; vol. 28, p. 
12039), and what foreign steel business there was 
prior to 1901 had been small and generally not 
profitable and was done at from 7% to 11% ex- 
pense on invoice (Farrell, vol. 10, p. 3791; Gov't. 
Ex. vol. 3, p. 1133; Painter, vol. 5, p. 1974; Stev- 
enson, vol. 3, p. 1093; Benner, vol. 6, p. 2499; in 
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connection with Farrell, vol. 12, p. 4628; Grary, 
vol. 12, p. 4758; Deft. Ex. vol. 9, p. 731). 

Fourth, That the success of the Steel Company 
in building up this continuous foreign trade pri- 
marily consisted in its mechanical ability to make 
the wide range and variety of product required 
by foreign markets, and in its manufacture of such 
diversified products at plants properly located for 
export trade (vol. 10, p. 3790, 3843, 3844, 4128; 
and vol. 11, p. 4320; vol. 13, p. 5017; vol. 23, p. 
9403; vol. 20, pp. 7978, 7979). In that connection 
reference might be made to the proof (vol. 10, p. 
4128) as showing how essential to the mainte- 
nance of foreign trade is the diversity of product 
which comes from broad integration: (vol. 10, p. 
4128). 

"Q. Can a manufacturer having a large 
line of products for sale afford to maintain 
such warehouses and conduct that business, 
when a person manufacturing only one line 
of goods could not afford to do it? 

A. It was tried by the National Tube Com- 
pany before the formation of the Steel Cor- 
poration. They established a large ware- 
house at Johannesburg, South Africa, and 
were obliged to abandon it for two reasons, 
one because of the cost of doing business. It 
cost them over eight per cent, to do the busi- 
ness, because they had one line of goods to 
sell only,'" 

Fifth, in gradually reducing its own overhead 
cost of foreign selling (vol. 10, p. 3791), from 
about 31/2% in 1901, to .8% in 1911. 

Sixth, in gradually increasing the price of such 
of its product as was sold in the foreign market 
from 1904, when the trade had gotten under way. 
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to 1912, while it was at the same time gradually 
decreasing the price of such of its product as 
was sold to consumers in the home market (vol. 
10, pp. 3853-4-5). These relative changes are 
shown by Defendant's Exhibit vol. 2, p. 203, as 
follows : In 1904, the Steel Corporation sold such 
of its product as it exported at an average price 
of $27.22 per gross ton; by 1912, it was able to 
market them at $34.24. During the same period, 
it was in 1904, receiving for such of its product 
as was sold in the home market an average of 
$41.44 per gross ton; by 1912, this price was 
reduced to $36.53. 

With these facts, figures and results, proved in 
this record, we are warranted in holding that the 
foreign trade of the Steel Corporation, its mode 
of building it up and its retention when built up, 
are not contrary to the Sherman Law. To hold 
otherwise, would be, practically and commer- 
cially, to enjoin the steel trade of the United 
States from using the business methods which 
are necessary in order to build up and maintain 
a dependable business abroad, and if the Sher- 
man Law were so construed, it would itself be a 
restraint of trade and unduly prejudice the pub- 
lic by restraining foreign trade. Happily, it is 
open to no such charge, for as the Supreme Court 
in the Standard Oil Case, said, "One of the 
fundamental purposes of the statute is to protect, 
not to destroy, rights or property." 

Seeing, then, that the Steel Corporation, at the 
time this petition was filed, was engaged in the 
natural and normal conduct of business, both 
home and foreign, and that it was not then 
monopolizing, restraining or attempting to 
monopolize or restrain trade in iron and steel 
between the States or with foreign nations, we 
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next turn to 1901, the year the corporation was 
formed, and address ourselves to the inquiry 
whether it was formed in order to so monopolize 
or restrain trade ; or, to use the test fixed by the 
Supreme Court, Nash. v. United States, supra, was 
the Steel Company, when created, a combination 
which by its intent, was meant to, or by the in- 
herent nature of its contemplated acts would, ' ' pre- 
judice the public by unduly restricting compe- 
tion, or unduly restraining the course of trade!" 
Now what is meant by the phrase, "The inherent 
nature of its contemplated acts," which violate 
the statute when an illegal combination is origi- 
nally formed, and which continuing, because in- 
herent, elements, warrant its dissolution when- 
ever questioned, is illustrated by what was found 
to be the fact in the Standard Oil Case. There 
the Court based its right and duty to dissolve 
the Standard Oil Company on the two facts that, 
first, the Standard Oil Company destroyed the 
"potentiality of competition," and second that 
it was "monopolization bringing about a peren- 
nial violation of the second section." And that 
there was in the Standard Oil Company of New 
Jersey a destruction of the power to compete — 
the potentiality of competition — and a perennial, 
continuous and perpetual violation of tihe law 
was shown, in the Court's estimate (page 75), by 
the following state of facts : 

"a. Because the unification of power and 
control over petroleum and its products which 
was the inevitable result of the combining in 
the New Jersey corporation by the increase 
of its stock and the transfer to it of the stocks 
of so many other corporations, aggregating so 
vast a capital, gives rise, in and of itself, in 
the absence of countervailing circumstances. 
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to say the least, to the prima facie presump- 
tion of intent and purpose to maintain the 
dominancy over the oil industry, not as a re- 
sult of normal methods of industrial develop- 
ment, but by new means of combination which 
were resorted to in order that greater power 
might be added than would otherwise have 
arisen had normal methods been followed, the 
whole with the purpose of excluding others 
from the trade and thus centralizing in the 
combination a perpetual control of the move- 
ments of petroleum and its products in the 
channels of interstate commerce." 

At this point we deem it proper to specially note 
these vitally important terms used by the Supreme 
Court, viz., the destruction of "the potentiality of 
competition", and the "perennial violation" of 
the statute. For when it comes to the question of 
the dissolution of a combination, and that is the 
phase of this case we are now considering, a dis- 
solution must be decreed whenever the inherent 
nature of its contemplated acts are such that from 
its very nature the combination was bound to de- 
stroy "the potentiality of competition", and these 
violations were, from its inherent nature, bound 
to be perennial. In other words, the Standard Oil 
Company had to be dissolved because its inherent 
nature was such that it was bound to destroy the 
power to compete in petroleum, and it would not 
be heard to say it had no intent to destroy com- 
petition when its inherent nature had made it do 
so. It therefore follows that if such destruction 
of the power of competition, and that by perennial 
violations, thus evidenced the original inherent 
illegal nature of the combination, it would seem 
that if a long seriies of years had not resulted — in 
a combination either destroying actual competition 
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of others or of their power to compete, or had not 
resulted, in the long years of the combination's 
business, in constant, perennial violations of law, 
it could not reasonably be held that the inherent, 
original nature of such combination was such as 
to make it unlawful when originally created and 
liable to dissolution whenever afterwards chal- 
lenged. On the contrary, it would seem that the 
acts of a combination are fair tests of the real 
inherent nature of the. comibination and that in 
such case the time-tried rule, "by their fruits ye 
shall know them", might well serve to best gauge 
the source or tree from or on which the fruit ma- 
tured. But passing by this time-tried rule with 
its practical tests of what the Steel Company did 
in the ten years subsequent to its creation, let us 
address ourselves to the proofs of what was done 
at or about the time the Steel Corporation was 
formed, and from those proofs alone determine 
whether the object of those forming it was to pre- 
judice the public by unduly restricting competi- 
tion or unduly obstructing the course of trade, or 
even if there was no such intent, was the inherent 
nature of the Steel Corporation's contemplated 
acts such as to prejudice the public by unduly re- 
stricting competition or unduly obstructing the 
course of trade. 

'A study of these proofs satisfies us that the 
United States Steel Corporation could not have 
been formed unless the minds of two men had pre- 
viously united in a common purpose. Those two 
men were J. Pierpont Morgan and Andrew Car- 
negie. With them co-operated Charles M. 
Schwab, the President of the Carnegie Steel Com- 
pany, Elbert H. Gary, President of the Federal 
Steel Company, and James H. Reed, the counsel 
of Mr. Carnegie and a director of the Carnegie 
Company, all of whom, except Mr. Carnegie, be- 
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came directors in the Steel Corporation. While 
the co-operation and participation of other per- 
sons and other companies subsequently aided and 
was necessary to the carrying out of the purposed 
formation of the Steel Company, yet, laying aside 
all mere incident and going to the crux of the case, 
it is clear from the proofs that the Carnegie Com- 
pany held such a dominant relation to the steel 
and iron trade, and Mr. Morgan held such a domi- 
nant relation in finance, that unless Mr. Carnegie, 
who was the controlling shareholder of the Car- 
negie Company, and Mr. Morgan, through his re- 
lation ' to the finances of the country, and as a 
director of the Federal Company, could make 
possible a purchase of the Carnegie Company by 
the Federal Company, the United States Steel 
Corporation could not, and would not, have been 
formed. As Messrs. Schwab, Gary and Reed all 
aided in bringing the two principals to an agree- 
ment, and as the result of such agreement was the 
formation of the Steel Company, we are justified 
in saying that, if there was intent to violate the 
Sherman Law, to be effected through the organi- 
zation of the Steel Company, then such Company 
was primarily the work of Messrs. Carnegie and 
Morgan, assisted of course by all those who par- 
ticipated in the furtberance of this primary pur- 
pose of bringing the principals together, as di- 
rectors of the Federal Steel Company in agreeing 
to a purchase of or in forming and taking part in 
the management of the Steel Corporation itself. 

Considering the magnitude of what was done, 
the mere sequence of events which resulted in the 
formation of the Steel Company had a directness, 
a simplicity and a rapidity which is remarkable. 
On December 12, 1900, Charles M. Schwab made 
an address at a Dinner given to him in New York 
in which in substance he gave a clear statement 
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of the steel business, showing that the metallur- 
gical method of making steel and the physical 
methods of handling it were then fully developed, 
and he outlined his notions of wherein further ad- 
vance was possible. His testimony as to his ad- 
dress is: 

"I talked about the advantages that might 
be derived from doing a manufacturing busi- 
ness on a larger scale than had been at- 
tempted, and that we had undertaken in the 
manufacturing lines up to that time, all our 
endeavors up to that time had been to per- 
fect methods of manufacture. By that I 
mean metallurgical and economical methods. 
By economies I mean that I believed that we 
had then reached the limit, or very nearly so, 
at which economies from a metallurgical or 
mechanical standpoint could be made effect- 
ive, and I believed that the next great step 
in economical manufacture was to so regulate 
the business and plants of the business in 
manufacturing on a larger scale than had 
ever been attempted heretofore; that instead, 
as was then the practice, of having one min 
to make ten or twenty or fifty products, the 
greatest economy would result from having 
one mill make one product and make that 
product continuously. The history of manu- 
facture has shown that any line that special- 
izes in any direction obtains the best econo- 
mical results, and I believed that the various 
lines of steel should be so specialized; that 
it was not possible for any one company then 
to do that at once, but I also believed that 
great economies would result from locating 
mills at the point of consumption, by which 
the cost of transporting the finished mater- 
ial to the point of consumption would in many 
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cases be reduced or saved. I also pointed 
out that I believed tbat great economic re- 
sults would follow from our being able to 
manage these concerns in a manner that 
would stimulate the most effective effort in 
the management of the different concerns. 
# * * * # 

I went on to say that one of the most ef- 
fective things would be our ability, as I said 
before, to stimulate the various managements. 
Secondly, or thirdly, I felt that the great ex- 
port business of this country in iron and steel 
could only be done in that way. I felt, fur- 
thermore, that great economies would result 
in all these general items of expense which 
are met in the manufacture of iron and steel, 
on iaccount of selling, ttravejling, office ex- 
penses and all the general items that each in- 
dividual concern with an individual line had 
to cover with a full organization. That could 
be covered by one such organization, and I 
felt that much economy would result in that 
direction, and indeed the whole line of my 
talk that evening was intended to show that 
the next great economic step to be made in 
the manufacture of steel, or indeed any busi- 
ness in general — I did not confine myself en- 
tirely to the steel business — directly to the 
steel business, but in general, that the great 
economic result to be next obtained in manu- 
facture was by the adoption of these methods, 
and then I made that application generally 
to the steel industry. * * * i pointed 
out for example, the attempt that had been 
made to manufacture steel cars, that a few 
companies throughout the United States who 
were engaged in the manufacture of bridges 
and other fabricated materials, were at- 
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tempting to manufaoture steel cars; that 
that could never be successful; that the 
only way it could be successful was for some 
one works to devote itself exclusively to the 
manufacture of steel cars, and one kind of 
steel cars ; that if different kinds of steel cars 
had to be made, like passenger cars, for ex- 
ample, as being different from freight cars, 
two separate works, as following out this 
general line of policy would have to be built 
and so operated. I then pointed out, for ex- 
ample, structural steels. In those days a 
structural miU would probably make six dif- 
ferent sizes of beams and channels and 
angles ; by my plan, a mill woidd be built that 
would roll on angles exclusively and a mill 
would then be built that would roll on beams 
exclusively, and that the finished material, 
and so forth of these mills, being adapted for 
that special thing, would be better and 

cheaper. 

* * # * # 

Well, Mr. Morgan listened with interest, 
and then asked me to sit down and talk with 
him a few minutes. The dinner was short, and 
we sat in a corner and talked for sometime 
at more length and with more amplification 
upon this subject." 

Shortly afterwards Morgan sent for Schwab, 
who says: 

"This whole subject was then gone into 
with much more detail, and the theory which 
I then advocated was amplified with reference 
to its application to the steel industry ; and I 
pointed out at that interview to Mr. Morgan 
in great detail the economies and advantages 
that would result under those theories from 
their application to the steel industry. 
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Q. Was there any suggestion then, or dis- 
cussion with regard to the advisability of a 
large corporation with facilities for manu- 
facturing on all lines? 

A. There was ; that was the chief discus- 
sion of the evening. 

Q. Can you go into that a little fuller? 
***** 

I told Mr. Morgan that if the steel industry 
of this country were to start anew, that if 
there were no steel plants here, what I should 
advocate and build up was such a plant as 
I have described heretofore ; but that in view 
of the fact that the most of these things did 
exist, perhaps not in an ideal way or ideal 
location, that a new plant would be made pos- 
sible, and that in view of the fact that they 
did exist, and that they could be made ulti- 
mately to conform to this theory, I believed 
that the then existing steel plants which T 
pointed out to him could be formed into one 
company, which would ultimately accomplish 
all the results which I had outlined. That 
was discussed at some length. The com- 
panies were mentioned that I thought would 
accomplish these results. They did not, by 
any means, embrace all the companies in the 
United States, but those which I thought 
would effectively make such an organization 
as was outlined. 

Q. Were they such as to cover all the 
branches of the industry? 

A. They were. 

Q. And what was your discussion with him 
with regard to the foreign situation? 
***** 

With reference to the foreign situation, I 
pointed out to him that up to that time our 
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business, the steel business ira general had 
been nominal with reference to export busi- 
ness; and that, in my opinion, it could only 
be made profitable and possible by such an 
organization; that no company selling an in- 
dividual line, a single line, or one or two 
lines, could t.'ope to successfully compete for 
foreign business where they were not pre- 
pared to furnish the customer every lime that 
he might require for a structure or a busi- 
ness; and that half a dozen or a dozen in- 
dividual companies could not afford the ex- 
pense or the organization or secure the tal- 
ent necessary to make a successful export 
business, while such a company as I outlined 

could. 

***** 

Q. Did you mention the facilities that such 
a corporation as you described would need to 
possess? 

A. I did; and I may say that I enlarged 
and perhaps made a more strenuous talk to 
Mr. Morgan upon the subject of export and 
our ability to export and foreign business in 
foreign markets than any other, excepting 
only the economic advantages to be derived. 
***** 

With reference to the ore, I pointed out 
to Mr. Morgan how advantageous it would 
be, for example, for one mine to mine all it 
could, regardless of what furnaces or prod- 
ucts it was to go to, and have that ore then 
distributed by an expert between these hun- 
dred furnaces that would then operate; in- 
stead of five or six, by which the mine could 
run continuously and run at a given amount 
and under the most economical conditions, 
regardless of how the ore was then to be 
distributed; because when a firm owned five 
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or six furnaces, it was a question of how 
mucli of eaeli kind of ore from eacli mine 
they could use, but wheni a firm owned one 
hundred furnaces, the question of distribut- 
ing the ore from each individual mine to 
that furnace became a simple and effective 
one; and that that would be of great ad- 
vantage from a mining point of view. The 
fact that one mine contained ore of a high 
percentage of phosphorus might make it pos- 
sible in an individual concern to only run it 
half the year; while if the product from that 
mine was to be distributed to one hundred 
furnaces, the additional amount of high phos- 
phorus would be so little as to be no dis- 
advantage and therefore that mine could run 
continuously. "With reference to the hand- 
ling of the ore from the mines to the docks 
in the days of individual ownership, it was 
exceedingly difficult at the docks and on the 
railroad to keep the ores for the different 
firms and from the different mines separated 
and shipped as they desired to handle it up- 
on their boats ; whereas, with this large own- 
ership of works, it was possible to ship the 
ore to the various docks as fast as it came 
down, without any of the expense from de- 
lay. The ships, instead of waiting at the 
docks until their special load of ore could 
come around and take the ore, they would 
come into port and depart ten hours later, 
instead of three or four days later, because 
the ore was always there ready to load on the 
ships. There is nothing in shipping that 
costs more than delay in discharge and load- 
ing; and therefore, that very great economy 
was accomplished at once.. I think the rec- 
ords of the ships will show to-day that a 
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very small fraction of the time was consumed 
in handling the materials at terminals, as 
compared with what it was in times of in- 
dividual ownership. So I went through from 
ore mines, railroads and shipping, to the 
handling of material, right down to the fin- 
ished material, which was the sam© thing as 
I have described before, with reference to 
individual efforts. 

Q. Did you or not speak of the advantage 
of a company owning its ore and its furnaces, 
and its rolling mills and finishing mills ? 
• * * « * 

"* * * * I told him— I will put it that 
way — that up to 1892 there was a very 
strong feeling that manufacturing companies 
should not own ore; but that had then 
changed. The Carnegie Company was gradu- 
ally acquiring ore wherever it could, and to 
my mind the successful manufacture was 
only possible where every single step in the 
line of manufacture was carried out by some 
one concern; and that for the greatest econ- 
omy, for the greatest development of the 
business; it was an absolute necessity." 

That the possibility and desirability of creating 
an American Company capable of acquiring for- 
eign trade should have been especially dwelt upon 
by one so thoroughly conversant with the steel 
business will be quite apparent when the signifi- 
cance of the proofs as to the relative relation of 
the export trade of the great commercial Euro- 
pean countries is considered. The export steel 
trade of England is (vol. 10, p. 3898), sixty-five 
per cent, as contrasted with thirty-five per cent. 
of home trade; Grermany (vol. 10, p. 3898) sends 
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sixty per cent, of her steel abroad as against forty 

per cent, consumed at home ; Belgium (vol. 10, p. 

3849) sends ninety per cent, of her product abroad. 

The outcome of this second talk was that, — 

"Mr. Morgan was very much interested, 
and said to me that if I could secure a price 
from Mr. Carnegie, that he would undertake 
the formation of such a company; that he 
would undertake the business ; that is the way 
he said it." (Vol. 11, p. 4141.) 

Within two or three days Mr. Schwab saw Mr. 
Carnegie, and while the latter declined to give 
any written option, he expressed himself as wil- 
ling to sell. Certain figures, then jotted down by 
Mr. Schwab, or Mr. Carnegie, were carried by the 
former to Mr. Morgan, and were the basis on 
which Mr. Morgan proceeded in the formation of 
the Steel Company, although he had then no writ- 
ten agreement from Mr. Carnegie whatever. These 
facts are shown also by others (vol. 12, p. 4727). 
This situation continued until February 26, 1901, 
when Mr. Morgan obtained a formal letter from 
Mr. Carnegie through Judge James H. Reed. The 
latter's testimony (vol. 14, p. 5658) is: 

"He (Mr. Morgan) told me in substance 
that he had just awakened to the fact that he 
was making contracts with the stockholders of 
the Federal, the National, the National Tube, 
and so on, and that he had not the scratch of 
a pen from Mr. Carnegie under which he 
could hold him or his estate, if he died. He 
said, "you men go up the street as fast as 
you can and get me something. ' ' We took the 
elevated and went up to Mr. Carnegie's house 
and explained what we were there for. Mr. 
Stetson and I, then, with occasional interrup- 
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tions from Mr. Carnegie, dictated a letter to 
Mr. Morgan, of J. P. Morgan & Company, 
which Mr. Carnegie signed, and took the orig- 
inal down with ns to Mr. Morgan and he seem- 
ed relieved. I don't think we left any copy 
with Mr. Carnegie." 

By such letter (Exhibit 80, vol. 3, p. 325, Deft't. 
Ex.) Mr. Carnegie agreed to sell his mortgage 
bonds and stock in the Carnegie Steel Company 
and agreed to receive in lieu thereof mortgage 
bonds of the United States Steel Company. The 
letter also provided that his sale was conditional 
on the Steel Company taking the holdings of the 
other shareholders in the Carnegie Steel Company 
at the same rate, but instead of paying them in 
bonds as he was, they were to be paid in stock of 
the new company. The testimony (vol. 14, p. 5656) 
shows that Mr. Carnegie was anxious to sell and 
retire from business. Indeed, several efforts had 
previously (vol. 14, p. 5474-5475-5513; vol. 11, p. 
4132; vol. 12, p. 4722-4723-4725) been made to sell 
the Carnegie Company. On the consummation of 
the sale, Mr. Carnegie took no stock in the new 
Company and had no part in its management. 
While, of course, he knew what companies the 
Steel Company was absorbing and was keenly 
alive as to what properties his purchase money 
bonds would cover, and indeed, in respect to one 
company, the National Steel Company, which 
occupied a midway position between Chicago and 
Pittsburgh, insisted (vol. 12, p. 4747) that it be 
taken in and his bonds cover their property, there 
is no proof whatever that he occupied any other 
relation than that of a seller of his stocks and 
bonds in his own company. Indeed, the dealings 
between the two men; the fact that they did not 
meet each other; their not even talking to each 
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other about the plans, scope and future of the new 
Company; their allowing the intended sale to 
stand without any written evidence that it had 
been made; the inability or difficulty either of 
them would have had in its being carried out if 
either had died, conclusively show that the whole 
transaction between the two was that of a sale of 
Mr. Carnegie's personal holdings effected between 
them through the medium of third persons. We 
are therefore warranted in finding, as we do, that 
there is no evidence whatever to show that Mr. 
Carnegie united with any one to join in any viola- 
tion of the Sherman Act, and that the statement 
in his answer filed in this case, to wit, "that his 
sole motive in agreeing to the sale of the property 
to the Carnegie Company to the United States 
Steel Corporation was his desire to retire from 
the hazards and responsibilities of active business, 
and that since said sale was concluded, he has had 
no connection with the business of the purchasing 
corporation" is true, and a conclusion which is 
supported by the evidence hereafter quoted at 
length showing the reasons which led to Mr. 
Carnegie being willing to sell. 

We turn next to Mr. Morgan and such other 
persons as cooperated with him in forming the. 
Steel Corporation and see what the proofs show. 
The vast size of the Steel Corporation they 
formed, the influence and control incident to 
such size; its seeming power to crush competi- 
tion; its ability to absorb business through its 
systematized organization, are all factors so as- 
sociated with monopoly, to restrain trade and 
crush out competition, that we may say that 
standing alone as a mere isolated fact, this great 
company gives one such an impression of mo- 
nopoly that we feel we may in this inquiry place 
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the burden upon it and its formers to satisfy 
us by affirmative proof that monopoly was not 
the purpose for which it was formed, but that it 
was the normal, regular and natural outcome of 
the improvement in steel making, and its con- 
centrated powers were only such as were deemed 
to be necessary in successfully producing and 
marketing its product. To such inquiry, and the 
proofs bearing thereon, we now address ourselves. 
The iron and steel trade of the United States 
has been a gradual, sustained evolution. So far 
as the metalhc base is concerned, such evolution 
may be broadly stated to have been from iron 
to steel, from steel to Bessemer steel, from Bes- 
semer to open hearth. It is interesting to note 
that the next development (vol. 10, p. 4068; vol. 
26, p. 11066) bids fair to be from fuel smelting 
to electric smelting. These several stages of 
development have been accompanied by an aban- 
donment and loss of equipment of great value 
(vol. 2, p. 4167; vol. 2, p. 732; vol. 10, p. 3857, 
and 4077; vol. 13, p. 4963), and have necessitated 
vast further expenditures for new appliances to 
make the new open hearth steel product. To 
illustrate, referring to a single one of the rapid 
evolutions m steel making— the removal of phos- 
phorus in pig iron in the Bessemer or open 
hearth processes by the substitution in the lining 
of lime for a silicon base. This simple chemical 
fact, made public in 1885 (vol. 13, p. 4940), "prac- 
tically revolutionized the iron industry and by the 
year 1890, basic open hearth steel had practically 
supplanted the use of wrought iron for all com- 
mercial purposes." Side by side with these rapid 
metallurgical changes of product there was at the 
same time going on radical changes in the me- 
chanical handling of the product. To refer to 
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but one of the many mechanical changes, "in the 
late eighties" (vol. 13, p. 4940) "the introduction 
of electricity as a motive power, also produced 
another revolution in the steel industry, so that 
practically all works had to be rebuilt if they 
desired to keep abreast of the recent develop- 
ments of the art." But not only were metallur- 
gical and mechanical changes taking place with 
regard to the different stages of metal produc- 
. tion, but there developed at the same time a radi- 
cal change not of one product or one stage, but 
of all stages in the way of rounding up plants, 
or, as it is called, integration, so that continu- 
ous processes could be carried on. In the old 
method of wrought iron making, there was no 
continuity of operation (vol. 12, p. 4934). The 
molten metal produced by a blast furnace was 
run into pig iron. This pig iron was transported 
to a rolling mill where it was first puddled and 
then rolled into muck bar, which was again suf- 
fered to cool. The muck bar was again heated 
and rolled in finishing mills. As steel making 
progressed, its manufacture by various agencies 
(vol. 13, p. 4944), not necessary here to detail, 
became a continuous fluid process. Instead of 
the metal being suffered to cool, it was continu- 
ously treated first as a fluid and then as an ingot, 
but always without entirely losing its initial heat. 
But these steel plants with their continuous pro- 
cesses and their increased capacity to produce 
served to confront the finishing plants with grave 
problems in reference to their basic supplies. 
This era of change and its new problems is tes- 
tified to by Percival Eoberts, Jr., whose experi- 
ence and relation to the steel business give weight 
to his summary of the changing conditions and 
problems confronting that industry. He testified 
(vol. 13, p. 4944) : 
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"I think I had reached the situation exist- 
ing as of the late eighties when basic open 
hearth steel was gradually or rapidly, I might 
say, supplanting wrought iron. The wrought 
iron plants that were of smaller capacity 
and had insufficient capital or lack of suf- 
ficient tonnage to dispose of the product of 
an economical steel plant, commenced pur- 
chasing billets and blooms from those who 
had converted their plants into steel manu- 
faoturiag ones. This production of billets 
and blooms was practically a by-product with 
the finishing mills. In times of activity they 
had very little surplus product to spare. 
When not so pushed on finished material, 
they disposed of part of their steel melting 
capacity in the shape of . semi-finished mate- 
rial. The iron plants purchasing this ma- 
terial found that the same could not be car- 
ried on successfully, due to the fact that it 
required an almost unlimited capital to be 
looked up in supplies of billets, as finished 
material required so many different weights 
of billets and blooms that the stock on hand 
had to be enormously large; also the chemi- 
cal requirements of orders requires that dif- 
ferent grades of steel should be used. This 
also required a vast amount of material to 
be carried at all times on hand. Another 
matter which occurred about that time 
changed very materially the situation, and 
that was the introduction of what was known 
as the Jones mixer. I might say that up to 
that time the production of all blast furnaces 
was run out from the furnace in the shape 
of liquid pig iron and cast in the sand and 
allowed to become cool. The invention of 
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the Jones Mixer was for the purpose of 
carrying on the production of steel as one 
continuous operation from ore to the fin- 
ished product, never permitting the material 
to become cold until it reached the final eco- 
nomic shape. I do not mean to say that this 
applies to all finished shapes, but to a cross- 
section of material at which it would be 
economical to let the material cool. 

' ' The Jones mixer is a large vessel placed 
between the blast furnace and the steel works 
in which the product of the blast furnace is 
run in liquid form, making a large reservoir 
of fluid pig iron from which ladles are taken 
in liquid condition, the contents in liquid 
condition and used in Bessemer converters 
or open-hearth furnaces. The advantage of 
this process was that it reduced the cost of 
manufacture in this one respect alone by 
about one dollar a ton, which is the cost of 
remelting cold pig iron for steel production. 

The situation from 1890 on grew more and 
more acute. Those concerns which had be- 
come more or less integrated and had 
changed their methods from those of iron 
to steel were continuing their integration to 
even a greater extent than before, although I 
would like to say that even prior to the in- 
troduction of steel the matter of integration 
was one of varying degree, even in the manu- 
facture of wrought iron, although there was 
not the same necessity for it. In those days 
one man mined ore, another man ran a blast 
furnace, another man operated rolling mills. 
The processes were all disconnected. 
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"Coal and limestone were sometimes sepa- 
rate, sometimes controlled by one party, but 
even in those days there were certain estab- 
lishments which controlled their material 
from the ore and limestone up to the finished 
wrought iron product, so that even in those 
days iron manufacturers were not on the 
same basis as regards competition. Those 
concerns whose output — I speak now as of 
about the year 1890 — those concerns whose 
output was of a character and of sufficient 
tonnage, and who controlled sufficient capital 
to enable them to convert their works from 
iron to steel, did so, but there were a vast 
number of those whose character of product 
was of a less heavy nature, such as sheets, 
small bars, light plates, etc., who neither had 
the capital nor the output to warrant them in 
making, or rendered it possible for them to 
make, this change. There was also another 
class of establishments, namely, the blast fur- 
naces who had heretofore supplied the pudd- 
ling furnace or the rolling mills with their pig 
iron for making bars. Those concerns found 
themselves without customers and they in 
turn were forced to develop a product which 
would take the place of their former one. 
These smaller concerns were buying, as I say, 
to the best of their ability, their billets, 
blooms, and slabs from the larger concerns 
who were making them in a certain sense as 
a by-product during the years from about 
1890 to 1896. 

' ' These revolutions which I have spoken of, 
due to the introduction of basic open-hearth 
steel in place of wrought iron, were the fun- 
damental reasons for all the earlier aggre- 
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gations of work which, took place about the 
year 1898, and through that year down to say 
1900. Certain of thena were integrated, like 
the Federal Steel and The Carnegie Steel 
Company, backward to their supplies of raw 
material and to the extent which they had 
formerly been customers, they to that extent 
became producers. The other concerns, like 
the National Steel, were composed largely of 
blast furnaces that had lost their custom for 
pig iron and who found themselves compelled 
to produce, instead of pig iron, billets and 
blooms for sale to those who had formerly 
used wrought iron. The Tin Plate, the Sheet 
Steel, the Hoop, the American Steel & Wire, 
were composed of concerns who individually 
were neither able, for want of capital or 
amount of output, to change from wrought 
iron or to manufacture steel in sufficient quan- 
tities to make it commercially profitable to 
do so. 

***** 

"The Tin Plate Company had been a con- 
sumer and not producer of wrought iron 
product, and in fact, the manufacture of tin 
plate had not taken place in this country until 
after the introduction of the use of open- 
hearth steel. So far as I included them in 
my answer, I meant to state that they indi- 
vidually were unable to produce the raw ma- 
terial from which their finished product was 
made, but by combining these individual units 
they would be enabled to do so economically." 

The tendency of the steel business during these 
years toward concentration, combining, rounding 
up or continuity of operation is reflected in the 
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census figures. On the one hand, is an unprece- 
dented growth in the volume of the steel and iron 
business done and of the increase of capital; on 
the other hand, is a striking decrease in the num- 
ber of establishments doing it. Thus Bulletin 
No. 78, Census of Manufacturers, 1905, iron and 
steel and tin and terne plate, issued 1907, by the 
Department of Commerce and Labor (vol. 13, pp. 
4948-4950) says: 

"The growth of steel production has been 
the heaviest of any portion of the iron and 
steel industry. The product of 1900 shows a 
gain over that of 1890 of 6,510,348 tons, or 
155.9%, or an average' increase of about 650,- 
000 tons per year. The product of 1890 shows 
a gain over that of 1880 of 3,147,271 tons, or 
306.3%, an average increase of nearly 315,- 
000 tons." 

Whether the cause of this enormous increase of 
production on the one hand, was due to the round- 
ing up process of decreasing the number of plants 
and further expanding those that remained is 
of course speculative, but the Bulletin in question 
does show that decrease in the number of sepa^ 
rate plants with increase of capital in those re- 
maining was the actual fact in the iron and steel 
business. In that regard the same Bulletin shows 
that there were in 1880 in the United States sub- 
stantially 1,000 of such establishments, with a 
capital of $230,000,000. By 1890, these 1,000 had 
decreased to 838, but the capital of those that re- 
mained was increased to $425,000,000. By 1900, 
the 1,000 establishments of 1880 had again de- 
creased to 763, but the capital of those that re- 
mained had grown to over $600,000,000. During 
the same period the separate blast furnace estab- 
lishments had also decreased. In 1880, there 
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were 483; in 1890, 377; and in 1900, 273. This 
census evidence of wide-spread, general change, 
re-adjustment and concentrationi by practical men 
in the iron and steel business would seem neces- 
sarily to have had some impelling cause — 'econo- 
mic, me6hanical, metallurgical or administrative, 
— back of it. And in the absence of proof to the 
contrary, the conclusion of Mr. Roberts would 
seem reasonable that, "These revolutions which 
I have spoken of, due to the introduction of basic 
open-hearth steel in place of wrought iron, were 
the fundamental reasons for the earlier aggrega- 
tion of works which took place about the year 
1898 and through that year down to say 1900," 
and that the business reasons which induced prac- 
tical steel men to so act was the fact that unless 
they did so the changed conditions of the steel 
business might force them out of business. In 
that regard the testimony of Mr. Roberts (vol. 
13, p. 4951) is, 

' ' Coming down to the year 1900, very many, 
if not the majority of those concerns who did 
not integrate sufficiently to control their sup- 
ply of raw material failed in business, or we're 
abandoned by their owners. * * * There 
are successful concerns to-day (p. 4953) who 
have not integrated in the manufacture of 
their own steel, but those are of a character 
where tonnage plays no part. Where you 
come to a large tonnage, however, or a com- 
paratively large tonnage, I know of no suc- 
cessful concern to-day which has not integ- 
rated. * * * There never (p. 4956) was 
a year during that ten year period that there 
were not numerous failures in the iron and 
steel trade, with considerable aggregations of 
capital ; I will say they were very numerous, 
so numerous that probably in some years it 
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would amount to more than 100 failures in 
that period." 

Light is thrown on some phases of this integ- 
rating process by the testimony of the President 
of the Youngstown Company, whose development 
and expansion has been heretofore noted. He 
say (vol. 2, p. 732), 

"We have practically eliminated all of our 
scattered iron mills, have concentrated them 
at a few points of production, so today, we 
produce but Little iron, and are manufactur- 
ing about a million tons of steel per annum. 

Q. This, I take it, is what you call an in- 
tegrating process, was it not? 

A. Yes, sir; that was part of it, the addition 
of the mineral and coke and blast furnaces, 
and balancing up operation generally, com- 
pleted the integrating process. 

Q. So that you were able to handle every 
feature of the process from the mining of the 
ore to the putting on the market of the fin- 
ished product? 

A. Everything except transportation. 

Q. And so far as transportation is con- 
cerned, I understand you owned a fleet of ves- 
sels on the Lakes to bring your ores? 

A. We have three vessels we own and have 

an interest in some others. 

* # # * 

Q. You are adequately supplied with Lake 
facilities ? 

A. No, not quite; not balanced up. We 
are large carriers on the Lakes ia addition to 

our own fleet. 

* * * # 

Q. I judge from your testimony that this 
integrating process that you spoke of at- 
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tended your development of the steel end of 
your business, am I right? 

A. You are. 

Q. You did not need to have that so much, 
or at all, when you were simply manufactur- 
ing iron? 

A. No. It was done for economic purposes 
and also for trade reasons." 

This testimony serves to show how radical, ex- 
tensive and enforced was the steel integration, 
which summed up in the few terse words of this 
business man really meant a rounding-up and re- 
adjusting of everything, as the witness says — 
''from the mining of the ore to putting on the 
market of the finished product", and an increase 
in that Company's case of resources (vol. 5, p. 
1856) from $600,000 to over $23,000,000. From 
these figures the insistent necessity of integration 
in the steel business will be seen. 

Coincident with these mechanical and metal- 
lurgical changes another basic change of peculiar 
and dominating importance in the steel business 
was also taking place. This was in freight and in 
transportation. This change, it will be seen, not 
only restricted the range of a plant's market, but 
by doing so, necessitated what might be termed 
locality integration. The chief factor in the manu- 
facture of steel (vol. 13, p. 4953) is labor, and the 
next is the locality where it is produced (vol. 10, 
pp. 3961, 3987, 3988, 4069, 4060, 4061). Being of 
great bulk the transportation of the raw material 
to where it is made and the freight to where it is 
used (vol. 11, p. 4344), are the factors decisive of 
its being profitably made and sold. As illustrative 
of the vital character of freight as a factor the 
proof (vol. 12, p. 4815) is that the Steel Corpo- 
ration uses 45,000 tons of ore alone a day, not to 
mention coke or limestone. The delivery of the 
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steel to the user, and the net gain over cost re- 
ceived from him, is, of course, the practical test 
of steel making. From these self-evident, busi- 
ness truisms, it follows that the tonnage of bulky- 
steel products, restricts its steady, natural and 
sustaining market to the consumption of the terri- 
tory near its place of production. For example, 
great as is the consumption of steel in the New 
York district, and ample as is the productive 
capacity of the United States Steel Corporation to 
supply it, yet the proof (vol. 10, p. 3782) is that 
the Steel Corporation does "very little business 
here (New York) compared with that done by the 
mills in Bethlehem, Phoenixville, and mills located 
near here." Prior to the regulation of freight 
rates by the G-overnment through the Interstate 
Commerce Commission freight stabOity was un- 
known. Special rates to large shippers, cuts in 
freight rates, and secret rebates were common 
practices between the steel producers and the rail- 
roads, and these enabled steel manufacturers to 
ship bulky products into territory naturally sup- 
plied by other manufaxjturers, and by these cuts, 
special rates or rebates to dump their surplus pro- 
duct in districts which they could not enter if they 
paid proper freight charges. Thus, at one time, 
the Illinois Steel Company by virtue of getting a 
forty-five cent rate from Chicago to Yokohama on 
export business was able to ship rails to Japan. 
This freight rate (vol. 10, p. 3882) could not be 
had now that freight rates are regulated. The 
pinch and prohibition of freights in narrowing 
markets may be best illustrated in a letter found 
in vol. 11, p. 4286, where a great steel maker in 
1899, said : 

"The greatest blow we have received is in 
the rise of railroad rates and we shoidd ad- 
dress ourselves to rendering these impossible. 
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There is no reason why we cannot ship to 
Conneaut and to western ponts by boat from 
Oonneaiit and I would spend a good deal of 
money and a good deal of attention upon this. 
The mere fact that you begin shipping in that 
way by boat will bring railroads to their 
senses. I also think that something can be 
done shipping by Erie Canal from Conneaut, 
I think the Lorain or somebody else put a line 
of boats upon the Erie and I know that a 
paper manufacturer of Erie does all his trans- 
portation by line of boats, which he tells me 
costs him about 75 cents per ton. One ship- 
ment to New York by canal would give your 
railroad friends much anxiety. ' ' 

When, however, under the regulating power of 
the Government freight stability was, enforced 
the steel maker's market was at once locally re- 
stricted and his only way of overcoming the regu- 
lar, stable, adverse, freight rate was to in- 
tegrate locally, that is, to erect or acquire other 
mills in the market locally from which freight for- 
bade his heavy produce entering. The embargo 
laid by freight on distant markets is simply a 
business fact, and it suffices to say that while the 
Government by this enforced transition of the 
steel shipper from the era of unstable freights, 
cuts, and rebates, to an era of freight stability, in 
the end contributed to corresponding benefit and 
stability in the steel ma,ker's business, yet it must 
not be overlooked that in thus narrowing his mar- 
ket, the steel maker was compelled to broaden 
his market by expanding his operations so as to 
manufacture in additional localities. Coincident 
with this tendency to integration and to the con- 
sequent widening of variety of product and to 
the entry of steel into new fields, a radical' change 
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in the variety of ore supply was necessitated. In 
thinking of iron ore,, we are apt to regard it as 
simply ore, and overlook the fact that thenei is a 
radical difference in different ores. In the earlier 
manufacture of iron, practically any ore could 
be used, but as the steel era came along with its 
chemical tests (vol. 11, p. 4384, 4141, 4375; vol. 
13, p. 4897), and the specified requirements inci- 
dent to its use in varieties of articles, the par- 
ticular character of the ore base became more 
and more a matter of importance. The practical 
proof of this wide range of various ores required 
is illustrated in the proofs, which is that even 
with the wide range of ores owned by the Steel 
Company it is at times unable to meet the re- 
quirements of purchasers. In that regard the 
proof is (vol. 10, p. 3835)— 

"We (the Steel Corporation) purchase a 
great many rails from our competitors — oc- 
casionally our people in some country will 
take an order for a specification which it may 
not be possible for us to fill. At times we 
have bought rails which called for Cuban ores 
to be used as a basis for manufacture and 
we bought those rails from the Maryland 
Steel Company." 

We noted above (vol. IQ, p. 3733) where eigh- 
teen different kinds of billets were required in a 
wire mill alone. The proof is (vol. 11, p. 4375; 
vol. 12, p. 4813, also 4821; vol. 13, p. 4977), that 
it is only by a scientific mixture of different sorts 
of ores that steel of the large range of specified 
steel requirements can be made. This simple 
statement of a few lines, when carried into prac- 
tical business operation, means the furnishing of 
many varietis of ores that may be as far away 
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from a blast furnace as Minnesota, Cuba or Chili. 
These must be bought, mined, transported, fluxed 
and treated in order to meet, for example, the 
exacting structural requirements of a steel rail. 
To successfully produce that rail in great tonnage, 
which under the proofs is a business necessity, 
every step in that long-spread from the ore in 
the ground to the finished rail must be under the 
integrated control of that agency which is ulti- 
mately held responsible by the railroad for the 
rail. In that regard, we quote from the proofs: 

"Starting from the ore fields. Individual 
concerns owned individual mines; no con- 
cern was sufficiently large to own groups of 
mines of different characteristics and quali- 
ties. All metallurgical people know that the 
best results are obtained by scientific mix- 
tures of different sorts of ores, and by con- 
solidating the ore interests of all these com- 
panies we were able to give each individual 
company the ideal mixtures in order to pro^ 
duce the most economical and best results. 
* * * * # 

"To one familiar with the steel and iron 
making industries the advantages of so doing 
are enormous. The transportation of ma- 
terial affords equal opportunities to econo- 
mize. Ships do not need to wait until each 
particular cargo can be loaded for each par- 
ticular works, but can be kept moving stead- 
ily, and assigned to various works while in 
transit. Mills that formerly had to make 
a great variety of articles, by reason of con- 
solidation are enabled to run steadily on one 
line, producing far greater tonnage and at 
very much less cost." 
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The result of these radical and forced changes 
in steel making evidenced itself ia the rapid and 
widespread fever of integration by consolidation 
that took place toward the close of the century. 
Whether from such consolidations, monopoly, rise 
in prices, and restraints of trade, were hoped by 
many of their promoters to be obtained, it would 
seem that the deep-lying motive which led prac- 
tical steel men to put their plants into such con- 
solidation was the recognition of the absolute 
business necessity of integration as a condition 
of staying in the steel business. Thus the Carne- 
gie Steel Company, occupying as it did the com- 
manding position in the steel trade, varied as 
were its products, having fully seventy per cent, 
of what foreign trade there was, and having the 
foremost place in the home market, itself felt 
the necessity of and was preparing to enter on 
further integration by widening the variety of 
its product. While leading in some lines, it was 
deficient in others, notably pipe and wire (vol. 
11, p. 4143), which consumed much of its basic 
products. In the minutes of that Company of 
July 1900 (aovemment Exhibit vol. 6, p. 1881, 
and also vol. 11, pp. 4281-2), its President 
stated : 

"I have already expressed my views on 
the matter of rails referred to by Mr. Car- 
negie. For myself I do not see that there 
is anything left for us to do but to bjuild a 
hoop and a wire mill. The American Steel 
& Wire Company have served notice on us 
for cancellation of their contract with us. 
The American Steel Hoop Company are buy- 
ing but little from us. With the loss of cus- 
tomers that we have sustained it will leave 
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us in a position to have no four-inch, billets 
to make. There does not seem to be any- 
other place at present to place them. The 
contract with the Union Steel Company 
would not prevent us from going into the 
wire business. It is very doubtful indeed 
whether they would take a full tonnage from 
us. It looks very much as though we would 
have to put our steel into the finished article ; 
we formerly sold to the constituent compa- 
nies of the American Steel & Wire Company 
and the American Steel Hoop Company from 
30,000 to 35,000 tons of billets per month. 
We have done all that we can to endeavor to 
get them to take their tonnage from us but 
so far we have been able to accomplish 
nothing. I do not see how we can stop at 
wire rods; I think we shall have to finish 
the wire and nails because there are no cus- 
tomers for wire rods at the present time. 
We have figured that a hoop mill will cost 
about $800,000.00, a rod mill about the same 
amount and a mill to make barbed wire and 
nails would cost about $1,000,000.00, or a 
total expenditure to go into the hoop and 
wire and nail business, about $2,500,000.00." 

In a letter embodied in such minute, Mr. Car- 
negie said: 

"I do not think that there are many cus- 
tomers for rods remaining and believe that 
if there are, they will not exist long. We 
should not go into rods, as I see it, unless 
we also go into wire. No use going half way 
across a stream. Should aim at finished arti- 
cles only. It is coming to this in all 
branches." 



148 

That these minutes represented the then pur- 
pose of the company was stated by its President, 
who testified (vol. 11, p. 4282): "We adopted 
the plan at that time of building mills to finish 
our own steel that we had formerly sold to those 
companies." So also had the Carnegie Company 
determined to integrate by adding the important 
item of pipes to its finished product. The pur- 
pose of this was to create for itself and in itself 
a customer that would use part of its product by 
making it into pipe. This item of steel consump- 
tion embracing oil, gas, water, ir(rigation land 
kindred fields, the Carnegie Company, as we have 
seen, did not make. That this vast field of basic 
steel consumption was not sufficiently filled, is 
shown by the fact that they planned to spend in 
additions for such pipe making mills, excluding 
land, $12,000,000.00. The plans for this enter- 
prise were entered upon in 1897 or 1898 (vol. 11, 
p. 4295). It will also be seen in discussing later 
the acquisition by the Steel Corporation of the 
Seamless Tube Company that the Carnegie people 
were carrying on substantial experimental work 
at the Seamless Company ^s plant with a view to 
itself entering the tube field (vol. 13, p. 4198-9). 
Efforts had been made to get a site near Pitts- 
burgh, but sufficient acreage for the large works 
in view could not be found. Meanwhile, a site of 
5,000 acres was secured at Conneaut on Lake Erie, 
where the company's ore steamers, coming from 
Lake Superior, delivered the ore to the com- 
pany's railroad for transit to Pittsburgh. From 
this point (vol. 11, p. 4297 ; vol. 11, p. 4286), water 
transportation for pipe was available to sea- 
board and to the entire territory tributary to the 
Great Lakes. The testimony (vol. 11, p. 4297) is 
that this proposed widening of the Carnegie Steel 
Company's product variety to include pipe and 
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wire products was absolutely "in good faith an 
indicative of the intention and purposes of the 
Carnegie Steel Company." In that regard the 
President of the Company (vol. 11, p. 4390) testi- 
fied: 

"Q. Speaking about the purpose of the 
Carnegie Company to go into other lines of 
business, and the finishing of its semi-finished 
product, do you remember whether the 
scheme talked of in the middle of 1900, as 
Judge Dickinson brought out from you, of 
building your wire mills was persisted in to 
the end of the year? 

A. The scheme to ultimately do so was. 
My recollection is that the operations were 
deferred owing to financial conditions at that 
time, in our company; but the idea of ulti- 
mately extending our lines into all these 
finished products was not conceived in that 
year; it had been discussed for some years 
before, and plans made, and a general policy 
outlined for ultimately doing it. ' ' 

As evidencing not only that fact, but that it was 
a necessary and far-sighted integration — one 
called for by the legitimate future of the business 
— ^will appear from the fact that after the Steel 
Company was formed and its comprehensive plan 
of complete integration was carried out, that Com- 
pany expended $13,000,000 (vol. 10, p. 4076) in 
building the pipe plant which the Carnegie Com- 
pany in 1900 planned to build, and it will be noted 
further that it built it in the immediate Pitts- 
burgh District, on ground near the National Tube 
Works, where the Carnegie Company was not able 
to get the required site. All of which seems to 
strengthen and confirm the conclusion of the in- 



150 

sistent requirements of integration in the steel 
trade at the close of the century. The like com- 
pulsory integrating influence thus shown in the 
Pittsburgh District evidenced itself also in the 
great Chicago steel district. In that district the 
Illinois Steel Company held the same command- 
ing local position as the Carnegie Company in the 
Pittsburgh. Its natural market was the Chicago 
District (vol. 6, p. 2215; vol. 12, p. 4734). It had 
a rail market in Canada at times which could not 
be reached by the Carnegie. In spite of the alle- 
gations of foreign trade made by its then manage- 
ment, it really had little or none, and really could 
have (vol. 6, p. 2215; vol. 10, p. 3829) no profit- 
able foreign trade. Such foreign trade as it had 
to Canada was of the spasmodic character here- 
tofore referred to. It had large plants at Chicago 
and Joliet, Illinois, and at Milwaukee, and had 
railroad properties, but its product of basic open- 
hearth steel was, even in 1890, only 190,000 tons, 
as compared with the Carnegie Company's 1,250,- 
000. It (vol. 14, p. 5505) lacked the finishing units 
of steel sheet, steel hoop, and tin plate mills (vol. 
12, p. 4735), that were afterwards acquired in 
pursuance of the integrating policy which the 
plans of the United States Steel Corporation 
contemplated. Practically it had no substantial 
wire (vol. 12, p. 4734) or structural output and 
no tube or pipe output at all (vol. 12, p. 4735). 
In 1898, the Illinois Steel Company entered on an 
effort to integrate by consolidation and with for- 
eign trade in view, (vol. 18, p. 4718; vol. 14, p. 
5472). In pursuance of its integrating policy the 
Illinois Company formed the Federal Steel Com- 
pany, which took over the Minnesota Iron Com- 
pany. This gave the Federal a Lake Superior ore 
reserve, its own railroad transportation to Lake 



151 



Superior, its ore fleets to Chicago and Lake ports. 
It also took over the Lorain Steel Pompany, 
which gave it mills in the Cleveland District, and 
at Johnstown, Pennsylvania, in the Pittsburgh 
District, and a relative approach to the seaboard. 
These mills were then regarded, (vol. 12, p. 4714) 
as enabling the Federal Company to supply for- 
eign trade from those districts. This expectation 
was to that extent justified for the proofs show 
(vol. 10, p. 3813) that so far as their individual 
products are concerned the Lorain and Johnstown 
Mills are now very substantial factors in the for- 
eign trade developed by the Products Company. 
But apart from these mills the Federal Steel had 
no facilities for entering into foreign trade and 
the proof is that even with all the facilities for 
entering such trade possessed by the Steel Com- 
pany (vol. 10, p. 3828 and 3829) but two per cent 
of the product of the Illinois Steel Company now 
goe^ into foreign trade, and that part goes, not 
into such general trade, but only into such Ca- 
nadian markets as its location permits. The in- 
tegrating steps thus mapped out are recited in the 
proofs (vol. 12, p. 4695) but these particular ef- 
forts at complete integration proved disappointing 
in that it was not complete enough. In that respect 
the proofs are (vol. 12, p. 4718), "the plan and 
organization were good as far as they went, 
but the organization was too small, the capital em- 
ployed was too small, the facilities for finishing 
steel were not sufficiently diversified. "We lacked 
finishing mills and our locations were not the best 
or good enough to extend foreign trade as we had 
hoped." Realizing these limitations, and that the 
Federal Steel Company's operations were not 
rounded to a successful manufacturing future, 
the proofs (vol. 12, p. 4721; vol. 14, p. 5473) show 
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that steps had been taken just before the United 
States Steel Corporation was formed, to raise 
from forty to forty-five millions of dollars in 
further integrating the Federal Company. That 
such steps by the Federal Company had as their 
real basis the bona fide commercial and indus- 
trial requirements of further integration, is, just 
as we have shown in the case of the Carnegie 
Steel Company, also shown in the Federal's case 
by after events, in connection with later develop- 
ments in the Chicago District. The record (vol. 
11, p. 4143 ; vol. 6, p. 2418) shows that the Federal 
Company was not equipped to make pipe and 
sheets at all, and plates only to a relatively small 
extent and had no complete line of finishing mills. 
It further shows (vol. 8, p. 29'78) it lacked ade- 
quate open-hearth capacity, did not have the 
money (vol. 12, p. 4762) to extend it, had (vol. 
11, p. 4226) very limited structural product fa- 
cilities, and even with its ore supplies it had (vol. 
11, p. 4384) to buy other ores to get the proper 
mixtures. After the Steel Company was formed, 
in order to supply the needed rounding-up equip- 
ment of the Chicago District which the Federal 
lacked, the Steel Corporation made large additions 
in that District at Gary, in the center, and at 
Duluth, on the northern limit, with a view to reach- 
ing from Duluth the Western Canadian market. 
In that regard the proofs (vol. 10, p. 4074) show 
that some eighty millions of dollars were spent in 
building at Gary open-hearth plants, a rail mill, 
structural steel plants, bar mills, sheet mills and 
plants of the American Bridge Company and the 
American Sheet & Tin Plate Company, in all of 
which facilities the Illinois and Federal Steel 
Company were deficient. Along the same line the 
proofs (vol. 10, p. 4075), show that ten millions 
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are being expended at Dnluth to erect blast fur- 
naces, open-hearth furnaces and bar and merchant 
mills with which to supply the American and Ca- 
nadian northwest. As evidencing this trend to 
further integration, the desirability of the Federal 
Steel Company acquiring the Carnegie Company, 
and thus integrating eastward, was in 1889 (vol. 
12, p. 4722) brought to the attention of the Fede- 
ral Steel Company by a representative of the 
Carnegie Steel Company, who then suggested, 
"that it would be a good thing for the Federal 
Steel interests to puchase the Carnegie property 
and perhaps with them some other properties 
which included finishing mills of various kinds, 
suggesting companies, the Wire Company and the 
Tin Plate Company and some other companies." 
The matter was actively taken up by the Federal 
Company, but eventually fell through (vol. 12, p. 
4723), because, "Mr. Frick was not willing to 
agree that the whole Carnegie organization, in- 
cluding himself, would remain in the company and 
assist in carrying on the business." The proofs 
further show that early in 1900, Mr. Schwab, the 
President of the Carnegie Company (vol. 12, pp. 
4724-5) urged the buying of that Company by the 
Federal and efforts were again made to have Mr. 
Morgan, who was a member of the Board of the 
Federal Steel Company, take it up, which he de- 
clined to do (vol. 12, p. 4725). 

This demand for initegration, which thus evi- 
denced itself in these two leading companies each 
attempting to integrate back to the base of supply 
and also into more extended and diversified fin- 
ished product, also evidenced itself in other 
branches of the steel trade. This was the integra- 
tion of mills which were large consumers of 
plates, ingots, billets, sheets, rods, structural iron 
and other semi-basic products. Without specify- 
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ing all, we may refer to the steady integration of 
these various subdivisions of the steel trade. 
This began in December 1898, when the principal 
tin plate manufactories integrated by consolida- 
tion into the American Tin Plate Company. In 
January, 1899, the American Steel & Wire Com- 
pany was formed by a consolidation of all the 
leading wire product manufacturers. This was 
followed in February, 1899, by the consolidation 
into the National Steel Company of twelve per 
cent, of the ingot production of the country, which 
was located on the eastern side of Chicago and 
the western side of the Pittsburgh District. The 
same month saw the National Tube Company 
formed by great concerns making various kinds 
of tubes and pipes. In March of the same year, 
sheet steel makers in large tonnage combined to 
form the American Sheet Steel Company and in 
April of the same year the American Steel Hoop 
Company was formed by the leading makers of 
hoops, bands and cotton ties. WhUe the Ameri- 
can Sheet, the American Hoop, and the National 
Steel were separate companies, yet for integrated, 
continuous working, they were in effect (Toppiag, 
vol. 2, p. 636, 684, also vol. 12, p. 4764) neces- 
sary to each other, Mr. Topping testifying: "Tou 
will remember there was formed the Steel Hoop 
and The American Sheet Steel. The formation 
of those companies, as I understood it at the time 
intended, was to balance up National Steel so as 
to make it more nearly self-sustaining. In other 
words, the National Steel was the raw producing 
steel company to supply the crude material to the 
Sheet Steel and the Steel Hoop and the Tin Plate 
Companies." This integrated relation is no 
doubt the manufacturing feature on which it was 
(vol. 12, p. 4747) insisted that the finishing com- 
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panies would not sell to the Steel Corporation un- 
less the National was also purchased as Mr. Car- 
negie (vol. 12, p. 4747) insisted should be done. 
In the same month we find the principal struct- 
ural and bridge erectors and producers forming 
the American Bridge Company. In connection 
with this consolidating and integration of struct- 
ural manufacturers and fabricators, it is but just 
to note, as illustrative of compelling forces out- 
side that industry, the demands which the busi- 
ness world was making upon the structural steel 
industry. Thus in referring to the American 
Bridge Company and its carrying forward at a 
later date this policy of expansion and local in- 
tegrating of its works the proofs (vol. 10, p. 
3961), show that such great operations as the tall 
buildings of recent origin, such raUroad work as 
the Hell Gate Bridge, and such national work as 
the Panama Canal, practically necessitate the ex- 
istence of such companies. In that respect the 
proof is, railroad bridges are 

"* * * confined to those companies 
having the largest plants and those equipped 
for that sort of work. There are a very few 
companies, for example that could buUd a 
bridge like the Hell Gate Bridge, involving 
40,000 tons of material and an incidental ex- 
pense of perhaps $300,000 to get the false 
work together. Wben we secured that con- 
tract we had to expend immediately $160,000 
for tools. While we were a very large con- 
cern and had a very well equipped plant, we 
were obliged to buy $160,000 worth of tools 
for that particular work. * * * 

Q. Has there been any change in the style 
and size of the structures in the last twelve 
or fifteen years which affected the size of the 
plants that are necessary in order to execute 
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the contract? A. Yes. * * * Since that 
time buildiags ranging from 18 and 20 stories 
np to 36 stories have been built. * * * 
We fabricate the steel and deliver it to the 
site and erect it. ' ' 

The proofs also show it is necessary to have 
structural plants in different localities. In that 
regard (p. 3961) and referring only to the Middle 
West equipment, the proof is, that the American 
Bridge Company has in the West, ' ' a plant at To- 
ledo, one at Ambridge (Pittsburgh), one at Gary, 
Indiana, a large plant and a comparatively new 
plant ; one at Chicago, one in Minneapolis, one in 
St. Louis and one in Detroit. * * * It is a 
zone business more or less." A zone business is 
a "business within 300 or 400 miles of where the 
plant is located ; it is a question of freight rates. 
Q. You mean by that, bridge business or structural 
business for buildings'? A. Both." 

They further show that it requires a large plant 
to deliver such contract requirements, so as to co- 
ordinate with other parts of the work. The proof 
is (p. 3961), referring to the work done by the 
American Bridge Company along the Panama 
Canal, — 

"We have done about eight million dollars' 
worth of work there for the Government so 
far. * * * "yjTe are building the emerg- 
ency dams, building the transmission towers 
and the administration building and the ma- 
chine shops, involving about six thousand 
tons, and we have been doing a great deal of 
work outside of the lock gates which are fur- 
nished by McClintock-Marshall Company. I 
think we have done the major portion of the 
work and it has always been work that we 
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had to get out pretty promptly and sometimes 
have to set aside other work to accomplish the 
deliveries required." 

It will thus be seen that these large modern 
operations practically necessitate correspondingly- 
large manufacturing facilities and financial re- 
sources to adequately and successfully meet such 
product demands. These rapid, widespread and 
isolated integrations of different sub-divisions of 
the steel trade cannot be reasonably explained on 
the sole theory of a widespread, dominating pur- 
pose in each of these aggregations to monopolize 
or restrain trade. In the first place, the proof is 
simply one-sided that they did not control trade, 
and that in spite of their size and their large pro- 
portions, of then existing trade, their competitors, 
as we have already seen, have increased more 
rapidly than they. So that, while there, may have 
been in the minds of those who formed them the 
possibility of monopoly and increase of price, we 
are inclined, from a study of the proofs in this 
case, to the belief that the real underlying influ- 
ence was the economy of management, the locality 
of production and market, and the continuity of 
process which resulted from such integration. 
Take, for example, the last one formed — the 
American Bridge Company. During the years it 
has been a subsidiary of the United States Steel 
Corporation its business has increased 43%. In 
that time, its competitors have increased their 
business 164%. During that time the American 
Company has had the help of all the associated 
subsidiary companies of the Steel Company; it 
has shared in all the economies of management, 
co-operation and financial help rendered by the 
parent company; yet with all these aids its com- 
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petitors have increased their business four times 
as fast as its own. It would seem therefore that 
the American Bridge Company had even less hope 
or power to monopolize when it was originally 
formed and stood alone, when it could not, when 
bought by the Steel Corporation, so monopolize the 
steel structural business of the country. In view 
of such facts, we have been impressed with the 
view that these consolidations and integrations, 
accomplished or in view at the close of 1900, were 
more largely made with a view to meeting the 
changing conditions in the steel trade on its tran- 
sition from iron to steel and in its adjusting itself 
to the progress, improvement and development in 
that industry rather than with monopolistic in- 
tent. The proof in regard to the reasons for the 
formation of the American Bridge Company fairly 
states, as it seems to us, the basic reasons which 
led to the unifying of the separate branches of the 
steel industry. Thus in vol. 2, p. 874, it is testified, 
with respect to that company's formation, as fol- 
lows: 

"A. The purpose of the formation of the 
American Bridge Company was simply along 
the lines of economical shop management and 
had no reference whatever to any monopoly 
or to securing the entire industry of the 
country. The plants which became a part 
of the American Bridge Company were be- 
lieved to be in a position to be operated more 
economically as a combined whole than as 
independent units, and the foundation of that 
company was the securing of a steel works 
whereby they could obtain to a large extent 
the control of their raw material for fabrica- 
tion, the basis of practically all structural 
contracts being one of time, the time of 
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delivery being the most important factor in 
praotioally 90% of all contracts taken. These 
independent units found themselves at that 
time in a very disadvantageous position, due 
to the fact that the large steel plants were 
comm&ncing to do their own fabricating 
whereby they were enabled to control their 
rolling mill supplies and make such deliv- 
eries as these independent fabricating shops, 
having no control over the raw material, 
could not dp. 

There was also another reason for it, 
namely, that contracts were increasing so 
rapidly in magnitude that as independent 
units they were unable to secure sufficient 
working capital to enable them to fabricate 
these large tonnages. 

You can trace from the very beginning of 
the securing and assembling of their raw 
material through the designing, fabrication, 
transportation and erection work, and the in- 
crease in their working capital the reasons 
for putting together those plants, which were 
of two principal characters; first they were 
partly competitive, I might say by reason of 
a greater or less similarity of output, and 
by reason of a common territory into which 
the transportation rates enabled them to ship 
the material, and, second, plants absolutely 
non-competitive, due, (a) by reason of an 
entirely dissimilar output and (b) by reason 
of their geographical location. 

The whole scheme was one to decrease cost 
of production and to operate along the lines 
of what at the present time is termed sci- 
entific shop management. As a matter of 
fact, any advance in prices was not discussed 
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to my knowledge ; nor did any such, enhance- 
ment ever take place. Competition at aU 
times was extremely severe, and the profit on 
the output decreased from the time of the 
formation of that company until the present 
day. A number of concerns were offered to 
the American Bridge Company at the time 
of its formation, which were declined for 
various reasons, because they did not seem 
to he essential in the rounding out of the 
proposition that I have referred to." 

As we have said above it may have been the 
fact that apart from the operative necessity that 
led to many manufacturers putting their works 
into these consolidations, there was probably 
a purpose also to monopolize and restrain trade, 
yet by the time the Steel Corporation was formed 
the inability of these prior combinations to so 
monopolize trade was proven to those who gave 
heed to facts and figures. For example. Gov- 
ernment Exhibit vol. 7, page 2017 shows that 
the production in 1898 of the pig iron plants sub- 
sequently acquired by the Steel Corporation had 
been 46% of the country's total production of 
1898; in 1900 the proportion of these plants had 
fallen to 41%. In the same way Bessemer plants 
afterwards acquired by the Steel Corporation had 
fallen from 73% in 1898 to 70%, in 1900; the 
Bessemer rail plants had fallen from 63% in 
1898 to 61% in 1900; wire rod plants had fallen 
from 97% in 1898 to 82% in 1900; structural 
shape plants had fallen from 66% in 1898 to 
61% in 1900; plate and sheet plants had fallen 
from 67% in 1898 to 66%, in 1900; while the wire 
nail plants subsequently acquired by the Steel 
Corporation whicli had in 1898 produced 
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of the country's total production had by 1900 
dropped off to 73%. Indeed as we gather the 
net results of these different plants in varied steel 
Unes, the acquisition of which (1901) by the 
Steel Corporation is alleged to evidence a pur- 
pose to monopolize, the facts and figures show 
that in only one product, namely, that of ingots 
and castings, had there been an increase of pro- 
portion in the three preceding years by those 
plants and in nine other branches, the plants 
which the Steel Company subsequently acquired 
had in point of fact in those three years clearly 
shown their inability to monopolize by a decrease 
of relative percentages ranging from one per 
cent, in the case of plates and sheets to sixteen 
per cent, in wire nails. And that this three years 
decrease in actual monopolistic control was the 
normal trend of the steel business is shown by 
the fact that such proportions continued to de- 
crease after the Steel Corporation was formed. 
Ais an example of this tendency we may cite the 
wire plants subsequently acquired by the Steel 
Corporation, which in 1898 had 88% of the coun- 
try's production and in 1890 had fallen to 72%, 
had by 1911 so continued to lessen their propor- 
tion of the part sold in the American market that 
it was then but 42% of the country's production. 
Moreover, these combinations were the subject 
of Congressional investigation from 1898 for- 
ward, and the proof (vol. 28, p. 11,760) is that 
while the results of that investigation were pub- 
lished, they are not in evidence before us. They 
have resulted (vol. 12, p. 4755) in no adverse 
action by the Government. From all which we 
find support for our conclusion that these former 
combinations were largely the result of economic 
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and manufacturing plans for the production of 
product rather than for monopolistic plans for 
selling product. At any rate the proof is that as 
a practical business experience these combina- 
tions which existed prior to the Steel Corporation 
had, in the three years preceding the formation 
of the Steel Corporation, sho"wn a waning power 
to monopolize if any such power existed when 
they were formed. 

We have thus seen the unifying, integrating and 
roxmding-up influences which were irresistibly 
forcing those engaged in the practical work of 
making steel to form these prior combinations of 
integrating units. The proofs show that Mr. 
Morgan was a director in the Federal Steel Com- 
pany (vol. 12, p. 4724), but that he personally 
knew nothing of the steel business. His firm had 
taken part in some of these consolidations, but 
the suggestion of the absorption by the Federal 
of the Carnegie Company had not appealed to 
him. The proof is (vol. 12, p. 4274) that while 
he was a member of the Board of Directors of the 
Federal Steel Company and was financially in- 
terested in it, he had probably never attended a 
meeting of the Board and taken no part in its 
management and knew nothing of the practical 
steel business. The conditions in the steel trade 
being such as we have shown above, Mr. Morgan, 
in December 1900, attended a dinner in New 
York, where some eighty men, prominent in steel 
manufacturing and the banking business were 
present. Thisi dinner was given to Mr. Schwab, 
the President of the Carnegie Steel Company. 
Whether the dinner was given for the purpose 
of affording an opportunity of interesting Mr. 
Morgan in buying the Carnegie Steel Company, 
which the bitter differences between the partners 
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in that Company (vol. 6, p. 2189, vol. 14, p. 5655 
and 5666), and the desire of Mr. Carnegie to 
retire from business, then made possible, there 
can be no doubt, in view of the outcome, that Mr. 
Schwab then gave to the bankers present, and 
particularly to Mr. Morgan, who was seated be- 
side Mm, such a comprehensive view of the steel 
trade, as was weU calculated to show the possi- 
bility of carrying integration to its logical manu- 
facturing and merchandizing efficiency, and 
afforded the Federal Company, of which Mr. 
Morgan was a director, the opportunity to carry 
Out on a large scale the policy of integration that 
Company had planned and had (vol. 12, p. 4719) 
attempted to carry out. And there can be no 
doubt that Mr. Schwab realized that if a sale 
of the Carnegie Company could be made, the 
grave discord among the partners of the Carnegie 
Company (vol. 14, p. 5655 and 5656) which had 
arisen, could bje ended, and the policy of iute- 
gration on which, as noted above, that company 
had also embarked, could be carried out by some 
larger orgaiiization. Indeed, the evidence is 
clear that there was an earnest desire on the 
part of the owners of the Carnegie Company for 
several reasons to sell. The situation was summed 
up by Judge Eeed, who, vol. 14, page 5655, tes- 
tified : 

"Q. The Carnegie management was orig- 
inally a partnership, I believe, was it not? 

A. A limited partnership. 

Q. When was it turned into a corporation? 

A. In the spring of 1900, turned into two 
corporations. 

Q. What is that? 

A. Two corporations were formed at that 
time. 
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Q. "What were they? 

A. The Carnegie Company was the hold- 
ing company of the stocks of the Carnegie 
Steel Company, the Frick Coke Company and 
the Bessemer & Lake Erie Railroad Company; 
the Carnegie Steel Company was organized 
under the laws of Pennsylvania, and was the 
operating company. 

Q. What do you know of the desire of the 
stockholders of the Carnegie Company to sell 
out in the year 1900? 

A'. I think they were all desirous to make 
some permanent disposition of the property, 
for several reasons. 

Q. There had been dissensions among the 
partners a year or two before, had there 
not? 

A. Yes; that is a mild word for it; there 
had been quite serious dissensions between 
Mr. Frick and Mr. Carnegie, as the leaders. 

Q. Resulting in litigation? 

A. Resulting in litigation. 

Q. That was ended, I believe, by the organ- 
ization of the corporation or corporations? 

A. Ended by the formation of the two cor- 
porations of which I have spoken? 

Q. Was entire harmony restored between 
the gentlemen by its organization? 

A. No, sir; it was not 

Q. Now, did you learn from these gentle- 
men themselves of their desire to sell out in 
1900, or from any of them? 

A. Why, I could not say that it was said 
in so many words, but I knew that it was 
their desire, as I say, that some permanent 
(Msposition should be made of the property for 
reason that Mr. Carnegie was growing old. 
He had the majority interest in the company. 
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A manufacturing company like tlie Carnegie 
Steel Company that was intensely active 
could not be successfully operated with, the 
majority interest in the hands of trustees in 
case of his death. He himself was anxious 
to get out of business and get his interest in 
these concerns put into investment shape, 
and so you can see that generally there was 
a desire among all of them to have some kind 
of a disposition made of the property during 
his lifetime that would be permanent. 

Q. Was Mr. Carnegie giving a personal 
and immediate attention to the business dur- 
ing that time? 

A. He was, but not in the sense of being on 
the ground. He was either in New York or 
Skibo, and was getting constant reports, and 
he was seeing the various officers of the com- 
pany frequently and he was sending them ad- 
vice from time to time. 

Q. Skibo is where? 

A. In the north of Scotland. 

Q. About how much of the year was Mr. 
Carnegie spending there at that time? 

A. About half of it. 

Q. And the other half in New York? 

A. In the United States; either in New 
York, or during the winter, in the South. 

Q. But formerly, in earlier days, he had been 
in Pittsburgh and attending personally and 
actively to business, had he not? 

A. I believe until about 1880, when he 
moved to New York. 

Q. Was that so early as that? 

A. Yes^ I think about that time, but he was 
within practical reach of the business when- 
ever he was in the United States. 

Q. He could reach it by letters, could he 
not? 
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A. Yes, and telegrams. 

Q. Do you know whether he was desirous 
of giving up even that connection with the 
business, aside from his desire to put bis 
holdings in investment shape? Do you know 
whether he wished to be relieved of the cure 
and attention and thought that the business 
required of him, and to devote hiR time and 
thought and energies to other things? 

A. Yes, I think he was. 

Q. What was it that he contemplated, if 
you know, from him? 

A. What he has since done; that is, de- 
voting himself to philanthropy and peace, 
and one thing and another." 

With these matters no doubt in view, Mr. 
Schwab made an address as already quoted, and 
brought into clear relief three propositions; 
First, that steel making had then reached the 
limit of improvement in metallurgical methods; 
second, that further advance was dependent on 
integrating processes ; and third, that to take care 
of the growing steel production a great foreign 
trade was possible. It is suggested that this 
whole talk of integration or rounding up of manu- 
facturing facilities is an afterthought, and a 
mere cloak to veil a concealed purpose to monopo- 
lize trade. Let us examine what the proofs show 
in that regard. 

Looking only at the two great companies, the 
union of which made possible the Steel Company, 
the Federal and the Carnegie, we have the fact 
(see statements in bill, volume entitled "Plead- 
ings" pages 3 and 4) that both these companies 
had been themselves gradual integration growths, 
and their managements were then trying to in- 
tegrate them further. The Illinois Steel (vol. 14, 
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p. 5472; vol. 12, p. 4693) had entered into the 
wider field of the Federal ; it had integrated back 
to ore ; it was trying to integrate locally into east- 
ern markets through Lorain and Johnstown; had 
considered the acquisition of the Carnegie Com- 
pany and had planned to spend (vol. 12, p. 4719- 
20-21; vol. 14, p. 5473), some forty to fifty mil- 
lions of dollars in further broadening its field of 
products. For making the great basic product 
of open hearth steel, which was then becoming 
the dominant factor in steel, the proofs (vol. 8, 
p. 2978) show the Federal was not equipped. 
The subsequent location of the great open-hearth 
plant at Gary alone (vol. 10, p. 4074) shows the 
existence of the Federal's prior need of further 
integration without reference to the fact (vol. 
10, p. 4074) that it was lacking in finishing mills 
for rails, bars, structural, sheets, etc. In the 
same way we have seen the Carnegie Company 
was lacking in finishing plants for tubes, wire, 
hoops and many other finishing plants to use its 
sub-basic products. These patent facts and 
urgent needs — ^facts which, as we have seen, were 
set forth at the time in the minutes, letters and 
communications heretofore quoted, evidence the 
existence of the practical manufacturing neces- 
sity of both these great companies, either build- 
ing or buying finishing mills. That such purpose 
of manufacturing integration should have been 
elaborated and formally set forth, as the reason 
for its purchase by the Federal Company, of the 
Carnegie Company, would not in the nature of 
things be done. Every one concerned knew those 
facts without their being stated. It was a thing 
every steel man recognized so fully that no speci- 
fic reference would be naturally mad© to it. But 
the proofs do show that whatever purpose was in 
the minds of those forming the Steel Company, 
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integration was certainly one of the special ob- 
jects in view. Thus, Mr. Schwab (vol. 11, p. 
4139) makes it clear that "the economic advant- 
ages to be derived" were more enlarged upon 
even than foreign trade. "1 might say," is his 
testimony, "that I enlarged, and perhaps made a 
more strenuous talk to Mr. Morgan upon the sub- 
ject of export and our ability to export, and for- 
eign business in foreign markets, than any other, 
excepting only the economic advantages to he de- 
rived." That "the ability to export" and "the 
economic advantages to be derived," thus en- 
larged upon was integration, is shown in Mr. 
Schwab's testimony: 

"With reference to the foreign situation, I 
pointed out to him that up to that time our 
business, the steel business in general had 
been nominal with reference to export busi- 
ness; and that, in my opinion, it could only 
be made profitable and possible by such an 
organization; that no company selling an in- 
dividual line, a single line, or one or two 
lines, could hope to successfully compete for 
foreign business, where they were not pre- 
pared to furnish the customer every line that 
he might require for a structure or a busi- 
ness; and that half a dozen or a dozen indi- 
vidual companies could not afford the ex- 
pense of the organization to secure the talent 
necessary to make a successful export busi- 
ness, while such a company as I outlined 
could." 

That this plan of integration in varied prod- 
ucts — and nothing in excess of the required in- 
tegration — was carried out is also shown by the 
proofs. In that regard, the same witness, speak- 
ing of his visit later to Mr. Morgan, when he took 
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Mm the figures at which Mr, Carnegie would sell, 
testified : 

' ' Q. Did you have any further talk with him 
at that time you can recall? 

A. We had quite some talk upon the gen- 
eral subjects outlined before, and I was con- 
sulted with reference to the other concerns. I 
had nothing to do with the negotiations for 
the other concerns. 

Q. Who consulted you? Mr. Morgan? 

A. Yes; Mr. Morgan and Mr. Bacon. 

Q. Asking questions about what? 

A. A great many questions relative to the 
other concerns, the various concerns. 

Q. As to their character and business? 

A. As to their character and business, and 
what changes would be made and how they 
would be operated, etc. 

Q. Was there in any of that conversation 
any question of obtaining aU the steel plants, 
or acquiring a monopoly or anything of that 
kind? * * * 

A. There was considerable discussion about 
the acquisition of other plants. I advised Mr. 
Morgan against it, because the other plants 
added nothing to the eificiency of the one I 
proposed. For example, plants like Jones & 
Laughlin, the Pennsylvania Steel Company, 
the Cambria, were discussed, but I said 'no; 
they are in practically the same lines as the 
Carnegie Compiany and they add no efficiency 
to this organization'. 

Q. At this time did the Federal have finish- 
ing mills? 
A. They did. 

Q. A sufficient number of them? 
A. They had a sufficient number in their 
own lines. 
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Q. What were they lacking? 

A. The Federal did not make tubes; they 
did not make sheets ; they did not make plates 
to any extent, and among the things needed 
there were few that the Carnegie Company 
made other than rails that the Federal Com- 
pany made, land as to the Tube Company the 
Carnegie at that time did not make tubes, 
nor did they make wire, which the wire com- 
pany made. Indeed, the addition of these 
plants, the general whole, was the addition 
of the lines that the Carnegie or the Federal 
have a complete line of finishing mills? 

A. No Steel Company had. 

Q. None of them had? 

A. None of them had; not nearly a com- 
plete line. 

Q. Which companies were there that you 
talked about as being capable of making up a 
complete line? 

A. There was the Carnegie and the Federal 
and the National; and then there was the 
Wire, the Tube, the Bridge and the Sheet, and 
the Hoop Company, all of which made their 
individual lines ; and the Tin Plate Company 
also; I overlooked them, 

Q. As to the business of these companies, 
where was the business of the Federal prin- 
cipally done ? 

A. Mostly in the middle west. 

Q. And the Carnegie? 

A. When I say the Middle West, I mean 
Chicago and west. The Carnegie, from Chi- 
cago east. 

***** 

A. They made rails. They made blooms 
and billets. You asked what they made in 
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common. They made blooms and billets that 
were supplied to other finishing companies^, 
which they did not finish themselves. Then 
the Carnegie Company made a few, a very 
small percentage of merchant bars, and so did 
the Federal Steel Company. 

Q. In what territories respectively, did 
they sell their products chiefly? 

A. As I said, the Federal sold mostly in a 
circle of which Chicago would be the center. 
The Carnegie sold theirs in a circle of which 
Pittsburgh would be the center, 

Q. What was the diflSiculty in trading over 
an extensive territory? 

A. If the Carnegie shipped west of Chicago, 
of course they made a very great sacrifice in 
freights; and if the Federal shipped east of 
Pittsburgh, of course they made a very great 
sacrifice in freights. " 

It will thus be seen that here was a complete 
outline of a manufacturing plan which if carried 
out enabled the Federal Company to integrate 
from ore to varied finished products, and this not 
only in the Chicago District, but through the ac- 
quisition of the Carnegie Company, through the 
Pittsburgh District as well, and through this lat- 
ter District to reach the foreign markets, which 
it was powerless to reach from its own District, 
and through acquisition of the finishing miUs held 
by The Tube, The Sheet, The Wire, and Bridge 
Companies to obtain the varied product facilities 
by which alone successful foreign trad© could be 
built up. The testimony of Eobert Bacon also 
shows that the whole plan turned on the possibility 
and advisability of the Federal buying the Car- 
negie Company, and if that could be effected, that 
certain other units should be bought to provide 
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adequate finishing plants. Thus, referring to a 
meeting of the Federal Directors, held to consider 
the offer Mr. Carnegie made Mr. Bacon (vol, 14, 
p. 5479) testified: 

"Q. Were any steps taken to get the views 
of the other Federal Directors that day or 
later? 

A. Yes. We succeeded in getting them in 
New York the next morning with the excep- 
tion of Mr. Marshall Field, with whom we 
communicated over the long distance tele- 
phone, so that the next day we had, I believe, 
the opinion of all the Federal directors. 

Q. How long did they remiain together on 
Monday? The Federal Directors I mean, 
whom you assembled? 

A. Nearly all day, at different times. 

Q. Was a conclusion reached that day with 
reference to the Carnegie offer, I mean as to 
whether it was wise to accept it or not? 

A. My recollection is that, although it was 
very difficult to persuade some of the gentle- 
men, a conclusion was reached in principle in 
the afternoon. 

Q. Was there any discussion that day as to 
how the thing would be financed? 

A. No discussion as to details. 

Q. I do not mean detail at all. 

A. But naturally, the supposition was that 
it would be financed by J. P. Morgan & Com- 
pany. 

Q. Do you remember whether Mr. Morgan 
said anything on that subject to his associate 
directors as to whether he was willing to 
undertake it, I mean? 

A. Yes, my recollection is that in a very few 
words Mr. Morgan finally, after having heard 
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our opinion, said that if they approved and 
substantiated the estimates in a general way 
of the business and its probable success that 
he would undertake to finance it. 

Q. Was there any talk that day as to what, 
if any, other concerns should be taken overl? 

A. Yes ; it was believed by all the men pres- 
ent, the directors of the Federal Steel Com- 
pany, that if the Carnegie was purchased, 
other units should be purchased as well. 

Q. And were the other units talked of and 
considered? 

A. Yes, they were all considered. 

Q. And upon what principle were they 
chosen? 

A. Upon what principle were they chosen? 
I should say upon the principle of furnishing 
each an essential part of a completed whole; 
a new company which should manufacture all 
kinds of iron and steel products, owning its 
raw materials, facilities for transportation of 
raw materials to the mills and finishing 
plants. I think that was the basis upon which 
each one of these elements was considered 
and of course the price at which they could 
be acquired, based upon their actual value. 

Q. Was any arrangement made on that day 
or shortly thereafter for opening negotia- 
tions with the owners of the various plants 
that were talked of? 

A. Yes. I think it was determined that day 
to go right ahead and see if they could be 
bought upon a satisfactory basis. 

Q. Who was entrusted with the negotia- 
tions, if you remember? 

A. I tliink that J. P. Morgan & Company 
bore the brunt of it. 
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Q. What was said by the gentlemen pres- 
ent with respect to the objects to be attained 
by the organization? * * * 

A. It was said by all those gentlemen pres- 
ent, and I knew it to be their opinion, having 
been so closely associated with them, for many 
years, that the object to be attained was the 
creation of a great new steel company, based 
upon the Federal Steel Company, which 
would be able hy the ownership of its raw ma- 
teriail, hy all legitimate means of rail and 
Lake transportation, and hy the ownership of 
finishing mills of ail descriptions, hoth in the 
East and West, to create a plant which should 
be able to manufacture every kind of iron 
and steel, and by reason largely of its ability, 
to reduce the cost of production and the terri- 
torial distribution of its plants amd activities, 
sell its products to the best advantage in every 
marhet in the world. I know that to be the 
object of those men that formed the United 
States Steel Corporation. 

* * * * * 

"A. Mr. Morgan believed that if he could 
take part in the formation of such a com- 
pany it would be the greatest, the crowuing 
achievement of his business career. He be- 
lieved that the effect of such a creation would 
be upon the whole industrial fabric, the in- 
dustrial life of this country, of tremendous 
beneficial effect, convinced as he was by 
Brother Schwab and the other experts that 
almost inconceivable results could be ob- 
tained in the way of lowering cost of pro- 
duction of iron and steeli, that such a com- 
pany would bring more good into our whole 
national life, constituting as it did the great- 
est single factor in the great constructive 
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work of tlie country, than could possibly be 
attained in. any other way. His first great 
object was, as I have said, by reason of the 
decrease in cost of production to make it pos- 
sible to 80 improve the conditions of labor 
by increasing wages and bettering the con- 
ditions, and, by enabling the consumer always 
to depend upon stability of prices, to bring 
about a new condition of things. Those, 
briefly, were the ideals and ambitions of Mr. 
Morgan in forming the United States Steel 
Company. 

"It was said by all those gentlemen pres- 
ent, I believe all of them: I know by Mr. 
Morgan, that under no consideration would 
he take part in anything which was or might 
be considered to be a monopoly or any at- 
tempt to restrain competition. I know that 
that was one thing furtherest from his will- 
ingness to participate in." 

Referring to this meeting, Judge Gary (vol. 12, 
pp. 4732-4733) says : 

"Q. Now, what were the subjects consid- 
ered by your gentlemen directors of the Fed- 
eral, or owners of the Federal, at that time, 
and on account of which, or after consider- 
ing which, you reached the resolution you 
mentioned? 

A. The question of securing the Carnegie 
properties, with their ore reserves, which 
contained a class and character of ore in 
large quantities which the Federal or Minne- 
sota Iron did not have, particularly their 
miUs for diversified products, their location 
and their organization, which was believed 
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to be a very good one, and if possible, the 
acquisition of other companies owning finish- 
ing mills, in order to diversify the product, 
including the Wire Company, which had been 
offered to us a number of times, and for the 
purpose, as I have said, of completing a 
rounded out proposition for the development 
of the business, extension of the business, 
manufacturing at lowest cost, and, particu- 
larly, increasing the extent of export busi- 
ness." 

And (vol. 12, p. 4750) he adds : 

"You see, in this whole plan, Mr. Linda- 
bury, there was an effort made to acquire 
properti&s that would he useful to each other, 
and by that I mean to acquire a plant that 
furnished certain commodities to another 
plant which we were acquiring, and to acquire 
the latter plant because it could, at good ad- 
vantage, secure the products which it needed 
for its uses, and so all through the line, from 
the ore down to the conversion from one 
product into another, and the final distribu- 
tion of the finished product" 

These proofs certainly tend to show that the 
practical manufacturing question of rounding 
out, or integrating, the Federal Company, by ac- 
quiring finishing companies, was one of the ob- 
jects its directors had in view at this meeting. 
The proofs also show that these several finishing 
mills were consumers of such basic products as 
were made by the Federal and the Carnegie and 
that those two companies had no such finishing 
mills of their own as were adequate to consume 
the product they made which was suitable for 
such mills. Without entering into the details of 
the proof, bearing on these several finishing com- 
panies, (all of which together with the comments 
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thereon, are to be found in thei statement of the 
case, page 63, and following) we may say they 
fairly show that without the acquisition of each 
of the finishing companies named, viz., the Ameri- 
can Steel & Wire; the National Tube; the Ameri- 
can Bridge; The American Steel Hoop; the 
American Sheet Steel; the Federal Steel Com- 
pany, even with the acquisition of the Carnegie, 
would not have been provided with adequate fini- 
ishing facilities for consuming its sub-basio 
products. And further, without the acquisition 
of the first three, the Federal would lack several 
of the most important products (Defts,' Ex. vol. 
2, p. 204) that have entered into the foreign trade 
built up by the United Products Company. It 
will also be noted that in addition to the afl&rma- 
tive testimony quoted above, tending to show the 
integration along manufacturing lines , and devel- 
opment of foreign trade, were among the avowed 
purposes of those who formed the Steel Corpora- 
tion, there is the negative testimony of those who 
took part in forming the Steel Corporation, and 
quoted below, that monopoly of the steel and iron 
business was not the purpose for which that cor- 
poration was formed. In passing on that ques- 
tion, several things shown by the proofs, are to 
be noted. 

l^'irst: That with the competitioi left outside 
cf the Steel Company, the exteut of which has 
already been shown, a monopoly of the steel and 
iron business of the United States was simply im- 
possible, and that no effort was made to secure 
those companies (vol. 12, pp. 4756-7). 

Second : That in view of the fact that the pro- 
portionate volume of competitive business has 
increased since the Steel Company was formed, 
and that the proofs show no attempt by it to 
monopolize it to the exclusion of its competitors. 
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to now attribute to those who formed the cor- 
poration an intended monopolization, would be to 
say that, having formed the corporation for the 
purpose of monopoly, they immediately aband- 
oned such purpose and made no effort to accom- 
plish it. 

Third: That the publicity, which the proofs 
(vol. 14, p. 5669, 5585) show the Steel Company 
has from time to time made of its prices, its ac- 
counts and its poUeies, would seem a practice in 
line with legitimate business, rather than with 
illegal monopolization. 

Fourth: That in carrying out the plan the ad- 
vice of Abraham Si Hewitt was (vol. 14, p. 5484) 
taken by Mr. Morgan and at the latter 's request, 
Mr. Hewitt went on the Board and served until 
his death, is a fact which, in view of the high 
character of Abraham S. Hewitt, tends to nega- 
tive the contention that the purpose in view was 
to violate the law. 

And lastly, as stated above, there is affirmative 
testimony that no such object was in view. In 
that regard, the testimony of Eobert Bacon (vol. 
14, pp. 5485-6-7) is not to be overlooked. His 
services as Secretary of State under one Admin- 
istration, as Minister to France under another, 
coupled with his selection on his retirement from 
business to positions of educational character, 
warrant this court in attributing weight to his 
testimony. The testimony of Judge James H. 
Reed (vol. 14, p. 5663), of Judge Gary (vol. 12, 
pp. 4758-5) ; and Charles M. Schwab, is to the 
same effect. The latter (vol. 11, p. 4175) says: 
"From the moment when I first started my coni- 
versation with Mr. Morgan the question of our 
gaining a monopoly, or in any way controlling the 
steel industry, was never mentioned. My whole 
argument with him, as advocating this company. 
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was the economic development of the same and 
the matter, to the best of my knowledge, never 
came up thereafter." And in this connection, it 
is to be noted that the proofs show that the Car- 
negie Company and the finishing companies which 
the Steel Company acquired in 1901, were formed 
at various times from 1898 to 1900 ; that (vol. 12, 
p. 5754) these particular companies (vol. 28, p. 
11,759) were made the subject of congressional 
investigation; that no steps were taken by the 
Grovernment to dissolve such companies for the 
thirteen years following the formation of the 
earliest of these companies and eleven years from 
the latest until 1911 ; that the Steel Company was 
also in 1905 made the subject of further Con- 
gressional investigation, and that no steps were 
taken to dissolve it until this bill was filed. 

Eecurring therefore to the particular question 
with which this particular part of this opinion 
deals, namely, whether we should now enter a 
decree dissolving the Steel Corporation on the 
ground of its original, inherent, illegal character 
in 1901, and whether we should also dissolve the 
several constituent companies it acquired on the 
Uke ground of their original inherent illegal 
character when they were formed, we think there 
is ground for our holding in view of the facts, 
proofs and views above set forth, that we are not 
as a court of equity warranted in taking such 
a drastic course as to now decree the dissolution 
of the Steel Corporation or its constituent com- 
panies. 

We are, however, pointed to the subsequent 
acquisition by the Steel Company of several prop- 
erties as being attempted monopoly or restraint 
of trade, and as evidencing an original purpose 
to monopolize and restrain. The first of such 
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was in August 1901, when the Steel Company 
bought the Shelby Steel Tube Company. What- 
ever may have been its motive at the outset, it 
is clear the purchase effected neither monopoly 
or restraint of trade, for we have already seen 
that while, even with the acquisition of this com- 
pany, the Steel Company's output of seamless 
tube, during the ten years of its existence has 
doubled, during the same period its competitors 
sales have grown seven-fold. In the light of such 
figures and facts, we are of opinion that the 
acquisition was simply in the due course of nor- 
mal business and indeed was but the virtual 
carrying out of integration plans of the Carnegie 
Steel Company that long antedated the formation 
of the Steel Company. Without entering into 
minor details, we may say that no proof of 
monopoly ov trade restraint was shown beyond 
the conceded fact of purchase, and the fact that 
the new article of seamless tubing was in some 
uses supplanting lap-weld. We have examined 
among others, the testimony found in Govern- 
ment Exhibits vol. 2, pp. 405-411-560-562; Gov- 
ernment Exhibits, vol. 14, p. 2902-2823; vol. 11, 
pp. 4198-9; vol. 13, pp. 5237-5260; vol. 17, p. 7940; 
vol. 13, pp. 5076-5089; vol. 12, p. 4803; vol. 13, 
p. 4986; Delaware v. Shelby, 160 Fed. Eep., 928; 
Shelby v. Delaware 151 Fed. Eep. 64; Delaware 
V. Shelby, 212 U. S. 580, Defendant's Exhibit No. 
31, vol. 1, p. 166, and therefrom, without entering 
into details, we deduce these conclusions. The old 
type of tubiag was called "lapweld," and made 
by the National Tube Company. The Shelby 
Company made a different article called "seam- 
less" tube. While in some ways lap- weld and 
seamless were in competition, yet their main uses 
(vol. 13, p. 5803) were not the same. The Shelby 
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Company held a basic patent involving the pierc- 
ing, at an' early stage, of the bUlet from which 
the seamless tube was drawn. Before the pur- 
chase of the Carnegie Steel Company by the 
United States Steel Corporation, the former com- 
pany, in pursuance of its purpose to enter the 
pipe business, was carrying on some experimen- 
tal work in seamless tube making at the Shelby 
Company's plants, and its management had 
become convinced that the Shelby method was 
the proper one. Meanwhile the National Com- 
pany had also determined to enter the seam- 
less tube field and to that end had bought the 
Standard Company. The latter made seamless 
tube under a patent granted to two former 
employees of the Shelby Company. Its busi- 
ness in the seamless tubes was (vol. 13, p. 
5083) very small and it had (vol. 19, p. 7940) 
previously tried to consolidate with the Shelby 
Company. Much patent litigation had resulted, 
the National Company carrying on the contest 
for the Standard Company. When the Steel Com- 
pany was formed two divergent views were thus 
presented by the managements of two of its units. 
The National Tube, represented by Mr. Converse 
(vol. 13, pp. 5243-4) contended the Standard's 
process and machinery was the proper mode of 
seamless tube making. The Carnegie Company, 
represented by its President, contended the 
Shelby method was the proper one. The deter- 
mination of the matter seems to have been made 
by two directors of the Steel Company who had 
taken no part in the contest between the Na- 
tional Tube Company and the Carnegie Steel 
Company. Their testimony (vol. 13, p. 4986; and 
vol. 12, p. 4803) is that they became convinced 
that the patent of the Shelby Company con- 
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trolled the situation. That compaay would only) 
sell its patent, however, (vol. 12, p. 4805) if the 
Steel Company also bought its plant. Such pur- 
chase the Steel Company made in order to get the 
patent. In view of the fact that the Shelby patent 
has been sustained by the courts, that the Steel 
Company on its purchase abandoned the ma- 
chinery used by the Standard Company, and 
has since manufactured under the Shelby process, 
we are satisfied that the acquisition of that Com- 
pany was an ordinary purchase and had no other 
purpose than to acquire and use the legal monop- 
oly which the Shelby Company had obtained from 
the Grovemment by its patent. And a purpose to 
restrain and monopolize the pipe business is 
negatived by the fact that no monopoly has re- 
sulted and that pipe (vol. 11, p. 4481) seUs for 
$20.00 a ton less than when the Steel Company 
was formed. 

The next matter in the line of alleged monopoly 
and trade restraint was the purchase by the Steel 
Corporation of the Union Steel Company in De- 
cember 1902. The testimony bearing on that 
question on the part of the Grovemment will be 
found at volume 3, pages 1086 to 1137; vol. 5, 
pages 1997 to 2009 vol. 6, pages 2141 to 2218; 
Government Exhibits, vol. 4, page 1583, 1574; 
vol. 5, page 1883; and on the part of the Steel 
Company in volume 14, page 5666; vol. 12, p. 
4086 to 4810; vol. 10, pages 4037 and 4038. With- 
out here discussing the testimony on the part of 
the Steel Company, we may say that the proofs 
on the part of the Government show that this 
sale was not made with any purpose of monopoly 
or trade restraint. The Union Steel Company 
has merged with the Sharon Steel Company. 
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John Stevenson, Jr., who was the practical man 
in the Sharon Company, testified that such com- 
petition as there was between those companies 
and the defendant Steel Company was fair: "I 
liked the competition. If you are bound to have 
competition, theirs was good competition." He 
said he sold out his interests in the Union Com- 
pany because he needed the money; that he had 
put more money into the enterprise than he 
owned and was hard up; that the effort to sell 
came from his company; that the sale was made 
on fair terms, cost and accrued profits. Their 
ore holdings were very valuable, had been defi- 
nitely ascertained by spot borings, were owned 
in fee, and were sold in place at a price based 
on the common ore royalty. He says that at 
the time of the sale the Union was only one of a 
number of competitors, all of whom were flour- 
ishing and doing an increased business, such as 
the Pennsylvania, Cambria, Bethlehem, Lacka- 
wanna, the Republic and Jones and Laughlin. 
That his company's business with relation to the 
country's total production was less than 2%, 
and that the Steel Company's percentage had de- 
creased, and its competitors' percentage had in- 
creased, during that time. The testimony of 
Mr. Whitla, one of Stevenson's associates, is to 
the same effect, namely, that the competition of 
the Steel Company was fair and that the business 
of the Union Company had grown to such an ex- 
tent as to interfere with his own and some of his 
associates. That the sale was made at a fair 
price when the opportunity came to withdraw. 
To the same effect is the testimony of W. H. 
Donner. He started the Union Steel Company, 
was its practical man, and after the sale re- 
entered the steel business as President of the 
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Cambria Steel Company, one of the principal 
competitors of the Steel Company. He says the 
Union Company, after its merger with the 
Sharon, had large ore reserves of very desirable 
quality; that they had valuable Lake frontage 
harbor lands ; fine coking coal reserves ; that they 
had large open-hearth facilities (vol. 12, p. 4806), 
in which the Carnegie Company was short. That 
they also had finishing mills in which the Ameri- 
can Steel & Wire Company were short and which 
it needed (vol. 12, p. 4807; vol. 10, p. 4037), in 
foreign trade; that these finishing mills were 
adapted to using Bessemer steel, with which steel 
the Carnegie Company was over-supplied; that 
the Carnegie Company (the Steel Company's 
subsidiary) had an over capacity of Bessemer 
and an under-capacity of open-hearth is conclu- 
sively shown by the subsequent integration of 
the Steel Corporation at Braddock (in the same 
district as the Union) where $11,000,000 was 
required in open-hearth extensions. In that re- 
gard the proof (Farrell, vol. 10, p. 4077) is : 

"We are building at Pittsburgh a new 
steel works, a rail miU at Braddock, Penn- 
sylvania, with a capacity of 75,000 tons a 
year of open-hearth steel. That is, to take 
up the rail busiaess. This Bessemer equip- 
ment is obsolete; that is, the eqidpment is 
just as good as new, but the demand does 
not exist, so consequently we cannot employ 
it, and it necessitates producing steel that is 
required by the buyers. We are spending 
there about $11,000,000." 

Conner says the movement to seU came from 
the Union Company and not from the Steel Com- 
pany. That he knows the Steel Corporation 
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people were at first opposed to buying and only- 
changed their minds when shown how the Union 
would supply, as above stated, the features ia 
which the former was short. That in order to 
induce the Steel Corporation to buy, the Union 
Company was obliged to cut down their ore prices 
a million and a half dollars, below what these 
properties had been valued at when his Company 
and the Sharon merged. That of the four men 
in the original Union Company, he was in favor 
of selling in order to get out of debt one of his asso- 
ciates was very anxious to sell and in fact brought 
about the salei, because he was in an embarrass- 
ing position, because his connection with both the 
Union Company and the Steel Company prevent- 
ed him from taking part in the affairs of either. 
That his other two partners were opposed to 
selling and only acceded to it on account of their 
personal relations to the partner who desired the 
sale. Without here detailing the defendant's tes- 
timony at length, which we may say corroborates 
the foregoing, we are of opinion that the purchase 
of the Union Company was a natural and normal 
acquisition incident to the growth, increase and 
needs of the Steel Corporation's business, and 
was not done with a view to monopolizing the 
steel business or to restrain trade by eliminating 
competition. And we may say that this conclusion 
is in accord with the subsequent acts of the Steel 
Corporation. The proofs show (vol. 10, p. 4037) 
that some two and a quarter million dollars was 
spent by the Steel Corporation to further increase 
the Union wire plants and meet the needs of the 
Corporation's foreign business. The whole wire 
capacity of the Union's wire plants (vol. 10, p. 
3845) is now being operated to the capacity of 
83,000 tons of wire for foreign trade as against 
8,000 when it was bought. In connection with the 
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work of these finishing mills about a million and 
a half dollars were spent in open-hearth conatruo- 
tion by which the finishing mills and furnaces — 
blast and open-hearth— were integratefd into a 
continuous process. Indeed the need of this 
plant to carry out the general unification prob- 
lem of the Steel Company is shown by the fact 
(Donner, vol. 6, p. 2185) that subsequent to its 
purchase of the Union Steel Company the Steel 
Corporation spent nearly $7,000,000 in extensions 
in view by the Union, and $10,000,000 in exten- 
sions planned after the purchase. 

We next turn to the acquisition in May 1904 
of the Clairton Steel Company. The Crucible 
Steel Company was engaged in the manufacture 
of tool and the finer grades of steel (vol. 13, p. 
4953), which the Steel Corporation did not make. 
In the spirit of complete integration which swept 
over the steel trade, the Crucible Company, as 
the sequel clearly shows, had in 1902, mistaken- 
ly, through the Clairton Company whose stock it 
owned, gone into ore ownership, furnace open- 
hearth, bloom, billet and slab integration on a 
scale far beyond its own requirements. In Janu- 
ary 1904, the Clairton Company had become in- 
solvent and passed (vol. 5, p. 2059 ; vol. 14, p. 5669) 
into the hands of a Eeceiver. The proofs (Gov. 
Ex. vol. 2, p. 599; vol. 14, p. 5587; vol. 12, p. 4814; 
vol. 13, p. 5236) show that several efforts had 
previously been made by the Crucible Steel Com- 
pany to sell the Clairton Company to the Steel 
Corporation. That company declined to pur- 
chase. After the receivership the negotiations 
were resumed with it and other interests (vol. 5, 
p. 2061) and the property sold to the Steel Com- 
pany with the permission (vol. 5, p. 2061) of the 
court at $4,000,000 below cost. Clairton had a 
pig iron capacity of some 420,000 tons. It had 
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(vol. 12, p. 4814 aad vol. 13, p. 5236), through its 
type of furnace construction, been able for the 
first time to make pig iron from Messaba ores 
without any mixture of old range ores. In con- 
nection with this sale it should be here stated as 
a matter of which this court cannot but take ju- 
dicial notice that the receivership of the Clairton 
Company and the sale of its property, was under 
the direction of one of the judges now sitting in 
this case. That the bonds of the insolvent com- 
pany were guaranteed by the Crucible Company, 
that whUe the latter company was and has since 
been prosperous, the guaranty by it of the Clair- 
ton Company's bonds seriously threatened not 
only the stockholders of the Crucible Company, 
as testified to in this case (vol. 14, p. 5669), but 
grave financial troubles in the community. To 
avoid these the Eeceivers under the direction of 
the court and in co-operation with the officers of 
thei Crucible Company, sought to have the Steel 
Company buy this plant and thus relieve the Cru- 
cible Company of its large and threatening col- 
lateral liability. 

The next of these acquisitions by the Steel Com- 
pany, which it is alleged was made to monopo- 
lize or restrain trade, is known as the Great 
Northern Ore Lease, which was a lease on royalty 
of some thirty-nine thousand acres of Lake Su- 
perior ore lands in August, 1907. This lease pro- 
vided for the payment of a minimum royalty of 
750,000 tons to be mined in 1907, 1,500,000 tons in 
1908, and an increase of 750,000 tons each year 
until 8,250,000 tons was reached in 1917. That 
yearly amount was then to be taken out until the 
lease ended in fifty years. The royalty was, using 
round figures, $1.17 per ton on 49% ore ; $1.21 on 
50%, and $1.98 on 66% ore, with an increase of 
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3.4 cents per each year on all grades. The lease 
provided the Steel Company had the option to 
cancel it as of January 1st, 1915. During that 
time the lessee had full rights to test the prem- 
ises. In pursuance of such right of cancellation, 
the Steel Company early in 1911 and prior to the 
filing of this petition, gave notice of cancellation, 
in pursuance of which the lease was subsequently 
surrendered. It will thus appear that whatever 
effect the leasing and continued control of this 
ore on the fact of the monopolization of ore re- 
serves may originally have had, the surrender of 
the lease lessened the ore holdings of the Com- 
pany to a point far below any possibility of mo- 
nopolization. A discussion by us of the question 
of the possible effect of this lease as giving mo- 
nopolistic control would be problematical and the 
uncertain character of any conclusion is best em- 
phasized by the essentially different status of the 
ore business now and when this lease was made. 
This is due to the subsequent development of 
other fields and to the fact that ores which a few 
years ago were looked upon as not usable, can 
now be used under new methods. Moreover, the 
facts cited in the former part of this opinion in 
reference to the ore supplies of the competitors 
of the Steel Corporation show not only that 
several of these large companies have a reserve 
for more years than the Steel Corporation; that 
the seaboard companies are wholly independent 
of the Lake Superior regions ; and that the Steel 
Corporation's competitors have from time to 
time been able to acquire all additional ore re- 
serves desired. In addition to this, we have the 
fact of large holdings by mining companies, who 
sell ore and who have been compelled (vol. 16, p. 
6548 and 6544) to integrate into blast furnaces in 
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order to dispose of it. The proofs of experienced 
witnesses (vol. 16, p. 6232; vol. 17, p. 7012) are 
that adequate ore reserves could be had by new 
companies. In view of these facts and proofs and 
of the fact that the option to cancel the ore lease 
here in question had been exercised when the pres- 
ent petition was filed, it would seem that the ore 
reserve of the Steel Corporation held at that time 
gave it no monopoly in ore. Such being the case, 
the ore lands in question having reverted to the 
owners, they and such defendants as were made 
parties to this cause by virtue of their relation to 
the acquisition of such ore lands, appear to have 
no further part in this cause. So far as they are 
concerned the petition will be dismissed. 

We shall next consider the purchase by the Steel 
Company of the Tennessee Coal & Iron Company, 
which was made in November 1907. On the one 
hand, it is alleged the Tennessee Company was a 
competitor of great power and that its purchase 
was for the purpose of suppressing competition 
and effecting monopoly and restraint of trade. 
On the other hand, it is contended that the com- 
petition of the Tennessee Company was of rela- 
tively small extent, that its purchase was prac- 
tically forced upon the Steel Company as a means 
of averting a threatening financial crisis during 
the panic of 1907, and that such purchase neither 
did, or tended to, monopolize or restrain the 
steel and iron industry of the United States. 
Without here entering upon a detailed analysis 
of all the proofs, we may say that we have specially 
studied, in addition to other proofs, the evidence 
produced by the Grovemment and found at — ^Buell, 
vol. 1, pp. 15 to 34 ; Topping, vol. 2 pp. 643 to 671 
and 686 to 718; Perrin, vol. 2, pp. 792 to 982; 
Same, vol. 3, pp. 983 to 997; also 1005 to 1008; 
also 1016 to 1019 ; also 1024-5 ; Government Ex- 
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hibit No. 99, vol. 1, p. 242 ; Government Exhibit 
vol. 2, pp. 488, 493, 510 and 544; Corey, vol. 8, pp. 
2973 to 2975; also pp. 3045 to 3056; Grasty, vol. 
8, pp. 3140 and 3153; Govemment Exhibit No. 
341, vol. 8, p. 2132 (in that connection see Top- 
ping, vol. 2, pp. 706, 709, 712, 714, 716, and 755) ; 
also Government Exhibit, vol. 2 pp. 488, 492, 510; 
and also the testimony produced by the Steel Com- 
pany, to wit Filbert, vol. 14, pp. 5591 to 5593; 
Farrell, vol. 10, pp. 4018, 4020, 4021, 4024, 4028; 
Wetherbee, vol. 18, pp. 7287 to 7290; Bowron, vol. 
25, pp. 10,415, 10,431, 10,440, 10,442, also vol. 20, 
p. 10,408, Crawford, vol. 16, pp. 6125 to 6178; 
Burr, vol. 27, pp. 11,573 to 11,588; Kiag, vol. 25, 
pp. 10,249 to 10,260; Hass, vol. 20, p. 8316; Far- 
rell, vol. 10, p. 3881— Defts.' Ex. No. 12, vol. 1, 
p. 138; bearing on the question of monopoly and 
trade restraint as contended for by the Govern- 
ment and have arrived at the following conclu- 
sions. At the time the Steel Company bought the 
Tennessee Company, the latter 's production of 
iron and steel was 1.7% of the production of the 
country. That up to that time the Tennessee 
Company had not been a business success; that 
it was making rails, which was its principal steel 
product, at a loss; that its ultimate success was 
problematic; that such success involved an out- 
lay of upwards of $25,000,000 to put it upon a 
dividend basis. That it had never really earned 
any dividends up to the time of its sale ; that the 
whole testimony shows its relation as a successful, 
substantial competitor with the Steel Company in 
the volume of its business, the character of its 
product and the breadth of its market, was neg- 
ligible. "We are warranted by this testimony, and 
find the fact to be, that its purchase by the Steel 
Company in no way tended to monopolize the 
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steel and iron trade, and that it was not bought 
■with the purpose, or latent, of monopolizing, or 
attempting to monopolize or restrain that trade. 
Such negative conclusions and findings are con- 
firmed by the affirmative proofs showing just how 
the purchase was made, namely, as a necessary 
part of comprehensive plans of bankers and busi- 
ness men, sanctioned by President Roosevelt, to 
check the panic of 1907, which was then at its 
height. Without entering into details, we may 
say the situation was summed up in the letter of 
President Roosevelt to Attorney General Bona- 
parte, found in Government Exhibit, No. 339, vol. 
7, p. 2125, as follows : 

"November 4th, 1907. 
"My dear Mr. Attorney General: 

Judge E. H. Gary and Mr. H. C. Frick on 
behalf of the Steel Corporation have just 
called upon me. They state that there is a cer- 
tain business firm (the name of which I have 
not been told, but which is of real import- 
ance in New York business circles) which will 
undoubtedly fail this week if help is not given. 
Among its assets are a majority of the se- 
curities of the Tennessee Coal Company. Ap- 
plication has been urgently made to the Steel 
Corporation to purchase this stock as the only 
means of avoiding a failure. Judge Gary and 
Mr. Frick inform me that as a mere business 
transaction they do not care to purchase the 
stock; that under ordinary ciroumstances 
they would not consider purchasing the stock 
because but little benefit will come to the Steel 
Corporation from the purchase ; that they are 
aware that the purchase will be used as a 
handle for attack upon them on the ground 
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that they are striving to secure a monopoly of 
the business and prevent competition — ^not 
that this would represent what could hon- 
estly be said, but what might recklessly and 
untruthfully be said. They further inform 
me that as a matter of fact the policy of the 
Company has been to decline to acquire more 
than sixty per cent, of the steel properties 
and that this purpose has been persevered in 
for several years past, with the object of pre- 
venting these accusations, and as a matter of 
fact their proportion of steel properties has 
slightly decreased so that it is below this 
sixty per cent., and the acquisition of the 
property in question will not raise it above 
sixty per cent. But they feel that it is im- 
mensely to their interest, as to the interest of 
every responsible business man, to try to pre- 
vent a panic and general industrial smash- 
up at this time, and that they are willing to 
go into this transaction, which they would not 
otherwise go into, because it seems the opin- 
ion of those best fitted to express judgment 
in New York that it will be an important fac- 
tor in preventing a break that might be ruin- 
ous ; and that this has been urged upon them 
by the combination of the most responsible 
bankers in New York who are now thus en- 
gaged in endeavoring to save the situation. 
But they assert they did not wish to do this if 
I stated that it ought not to be done. I ans- 
wered that while of course I could not advise 
them to take the action proposed, I felt it no 
public duty of mine to interpose any objec- 
tion. 

Sincerely yours, 

Theodore Roosevelt. * ' 
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When called by the Government as a witness, 
President Boosevelt, (vol. 8, pp. 2903 to 2908), 
testified as to this letter as follows: 

' ' I was dealing with a panic, and a situation 
where not merely 24 hours, but one hour, 
might cause widespread disaster to the pub- 
lic. * * * 

I ought to say that from New York I had 
been told by banker after banker that the Ten- 
nessee Coal & Iron securities were valueless 

as securities that counted in that panic. * 

# * 

There were two matters to which my atten- 
tion was especially directed. One was the 
condition of things in New York, the relief 
that the action would bring, not merely to 
New York, but throughout the entire country 
— Ijust as much in Louisiana and Minnesota 
and California as in New York. That was one 
thing. The other thing to which my atten- 
tion was particularly directed was the per- 
centage of holdings the Steel Corporation had, 
iand had had and would have after the Ten- 
nessee Coal & Iron properties were acquired. 

* * * 

The knowledge that I had was that the Steel 
Corporation had some years previously pos- 
sessed nearly sixty per cent, of the holdings 
of the steel industry in the country, that its 
percentage had shrunk steadily; that the ad- 
dition of the Tennessee Coal & Iron Company 
which was something on the nature of four 
per cent., somewhere between two and four 
per cent., I have forgotten the exact amount, 
somewhere around there, did not bring up the 
percentage of holdings of the Steel Corpora- 
tion to what it had been a few years previ- 
ously. * * * 
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My knowledge was simply tMs, that it was 
a matter of general opinion among experts 
that the Tennessee Coal & Iron people had 
a property which was almost worthless in 
their hands, nearly worthless to them, nearly 
worthless to the commimities in which it was 
situated, and entirely worthless to any finan- 
cial institution that had the securities the 
minute that any panic came, land that the only 
way to give value to it was to put it in the 
hands of people whose possession of it would 
be a guarantee that there was value to it. * 

I believed at the time that the facts in the 
case were as represented to me on behalf of 
the Steel Corporation, and my further know- 
ledge has convinced me that this was true. I 
believed at the time that the representatives 
of the Steel Corporation told me the truth as 
to the change that would be worked in the per- 
centage of the business which the proposed 
acquisition would give the Steel Corporation ; 
and further inquiry has confirmed to me that 
they did so. I was not misled. The repre- 
sentatives of the Steel Corporation told me 
the truth as to what the effect of the action at 
that time would be, and any statement that 
I was misled, or that the representatives of 
the Steel Corporation did not thus tell me the 
truth as to the facts of the case, is itself not 
in accordance with the truth." 

An examination of the testimony, viz., letter of 
the Attorney General of the United States of No- 
vember 4th, cited by the President, vol. 8, p. 2907 ; 
Gary, vol. 12, pp. 4834 to 4866; Tiemey, vol. 4, 
pp. 1559 to 1587; Thome, vol. 3, p. 1276; Topping, 
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vol. 2, p. 695 ; Corey, vol. 8, p. 3052 and 3054; Gay- 
ley, vol. 9, p. 3618; Ledy^rd, vol. 15, pp. 6065 to 
6114; shows that the matter was as stated by the 
President and that the Steel Corporation's Chair- 
man absolutely refused to purchase (vol. 12, p. 
4854), unless the matter was submitted to the G-ov- 
ernment authorities, his testimony in that regard 
being, — 

"While the President of the United States 
could not say that we might purchase this, or 
that we should not purchase this property, yet 
I believed, inasmuch as he had the general 
direction of the law department of the United 
States, certainly we ought to know what 
would be the attitude of the Administration 
in case we did buy this property. ' ' 

Indeed as to this purchase as well as the 
others which we have discussed above, sales made 
under different circumstances and for various 
reasons, we cannot but feel in the light of the 
proofs that they were made in fair business 
course, and were, to use the language of the Su- 
preme Court in the Standard Oil Case, "The 
honest exertion of one's right to contract for his 
own benefit, unaccompanied by a wrongful mo- 
tive to injure others." 

It is strongly urged that the fact that standard 
Bessemer steel rails have for a long series of 
years, covering indeed the whole life of the Steel 
Corporation, been sold at the uniform price of 
$28.00 per ton, shows some controlling influence, 
and, in connection with the proofs, evidences the 
existence of a combination among all rail mills 
including the Steel Corporation, to control the 
price. G-enerally speaking, railroad rails are as 
to their basic character either Bessemer or open- 
hearth. Bessemer was the earlier development. 
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and of this type is the standard Bessemer rail 
which kept the above uniform price. The proofs 
show (vol. 10, p. 4049), that about thirty per cent, 
of the rails sold are of this kind, the consumption 
having fallen (Defendant's Exhibit, vol. 3, p. 
323-4) from 99.9% in 1901, to 33% in 1912. As 
we have said, the proofs show that these standard 
Bessemer rails have been almost uniformly sold 
at $28.00, though there is some proof (vol. 26, 
p. 10,942) that they or at times sold for less. The 
open-hearth rail is a later development; it has 
largely superseded the standard Bessemer, con- 
stituting (vol. 10, p. 4051) 60% of the rail prod- 
uct. It ordinarily sells (vol. 10, pp. 4960 and 

4050) at from $1.50 to $2.00 per gross ton higher 
than the Bessemer standard rails, and the price 
of such open-hearth rails varies (vol. 13, p. 4050) 
"because many open-hearth rails are made to 
special analysis, the chemical composition is dif- 
ferent, due to the fact that some railroads insist 
upon greater physical tests than others, which, 
of course, while the open-hearth process is the 
basic operation, nevertheless we call them differ- 
ent qualities of rails." The other ten per cent, 
of rails consists of alloy or electric rails, the cost 
of making which (vol. 10, p. 4051) is $40 per 
ton; nickel alloy rails which vary (vol. 10, p. 

4051) from $34.00 to $60.00 per ton; and manga- 
nese, which sell from $100 to $130 per ton, de- 
pending on chemical analysis, they being espe- 
cially made to serve for work on curves, under 
the shade of bridges and other such trying places. 
It will thus be seen there is a wide variation in 
the character and price of the great bulk, namely, 
of seventy per cent, of the country's rail product 
and that the standard Bessemer rails which it 
is alleged evidence price control, are in fact but 
30% of the total rail consumption. The testi- 
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mony (vol. 13, p. 4959) throws some light on the 
uniform price on this remaining 30% of the 
Standard Bessemer rails, namely, that $28.00 a 
ton is a foundation price from which the price 
of other rails, varying in specification and chemi- 
cal requirements can be figured. Another cause 
of price uniformity in rails, the proof (vol. 13, 
p. 4960) shows is due to the change about 1900 
in reference to freights; "prior to 1900, there 
was an opportunity to bargain for transportation 
which was at no definite, fixed price. Since 1900, 
by Government regulation, railroads can no 
longer trade in transportation at varying fig- 
ures." The extent to which special freight rates 
in the sale of rails prior to 1900 is illustrated by 
the incident elsewhere referred to, where the 
proofs (vol. 10, p. 3882) show that a special 
freight rate of 45 cents led to sales of rails being 
made from Chicago to Japan. The proofs also 
show that the real potential control over the price 
iof rails is rather in the buyers than the makers 
of rails. Reflection will show why this is so. 
Freight rebating being out of the question, the 
price of a rail becomes purely a manufacturing 
question. A railroad is not compelled to buy its 
rails at once. It can defer its purchases, and the 
proof is that when a large railroad like the Penn- 
.sylvania (vol. 13, p. 4958) or the New York Cen- 
tral (vol. 12, p. 4910) gives an initial order to 
one rail company, that sets the price of rails for 
other rail companies. At the argument of this 
case, in response to inquiries by the court, it was 
stated that the Pennsylvania Railroad was a large 
stockholder in the Pennsylvania Steel Company, 
to which company reference was made in the first 
part of this opinion. Such being the case, it 
would seem as a business proposition that that 
railroad would be quite independent of any ex- 
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action in rail prices. And tli© fact and signifi- 
cance of this independence may be well connected 
with the proof that in the previous era of de- 
structive rail price cutting there had been by 
means of such price cutting an intent to drive 
the Pennsylvania out of business, and that com- 
pany had been forced into a receivership. But 
whatever may have been the rail pool practices 
prior to the formation of the Steel Corporation, 
and in the earlier years following its formation 
to restrain or obstruct the rail trade, the proof 
in this case shows that in 1900 a new method of 
rail buying was begun and was for some years 
prior to the filing of this bill prevailing between 
the railroads and the five or six companies that 
make rails. In that regard Percival J. Roberts, 
who was a director of the Pennsylvania Railroad, 
testified (vol. 13, p. 4957) : 

"During the Presidency of Mr. Cassatt of 
the Pennsylvania Railroad, about the year 
1900, he inaugurated a system for the Penn- 
sylvania RaUroad, of making his purchases 
yearly at about the end of each calendar year 
for the succeeding one, and also proportion- 
ing his orders among the various rail mills, 
somewhat along the lines of their respective 
freight tonnages ; (see vol. 10, p. 3996) ; not 
exactly accurately in regard to the latter 
point. This was done partially from the fact 
that they established a system of yearly bud- 
get for their ensuing year's work, and they 
did it for the reason that they desired as far 
as possible to give uniform treatment to 
manufacturers along the lines of their road. 
Prior to that time, purchases of rails were 
made from time to time as requirements 
might warrant; many of the other leading 
railroads in the country, upon the inaugura- 
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tion of this policy, pursued tlie same, so that 
from that period on, rails have usually been 
bought -within a very few months covering the 
entire subsequent year. This is a distinct 
change from the method of handling this busi- 
ness prior to 1900." 

The practical working out of this plan is shown 
in the proofs (vol. 13, p. 4050) and discloses the 
fact that while the standard Bessemer rail still 
keeps to a standard price, there is a difference in 
non-Bessemer, which latter rails with alloys, 
nickel and manganese rails, constitute 70% of the 
product. These non-Bessemer open-hearth rails 
"are made to special analysis, the chemical com- 
position is different, due to the fact that some 
railroads insist upon greater physical tests than 
others, which of course, while the open-hearth pro- 
cess is the basic operation, nevertheless we call 
them different qualities of rails." 

In describing the method of arriving at the rail 
price of the four different years of 1910, 1911, 
1912 and 1913, Mi-. Farrell, President of the Steel 
Company, and Mr. McCrea, President of the Penn- 
sylvania Railroad themselves fixed the price for 
the special rails sold to that company. The for- 
mer (vol. 10, p. 4052), says: 

"Most of the large trimk lines have their 
own specification. The Pennsylvania Eail- 
road Company, for example, buy about 250,- 
000 to 300,000 a year. They have their own 
rail specifications prepared by their engineer. 
We charge them for their rails $30.55 a. ton, 
which we consider a fair price for rails of 
that specification. * * * We tried to get 
a little more. In this instance, we figured 
those rails ought to net us $30.85 a ton, but 
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Mr. MoCrea talked to me about the thing and 
said, 'now I think we might shade this a little 
bit', so that finally it was just a question of 
merchandising, two people sitting down and 
trading across the table, the seller giving the 
best price he could and the buyer getting the 
best price he could, and we received $30.55. 
We make these special qualities of rails for a 
great many people." 

It will also be seen from other proof (vol. 11, 
p. 4145) (vol. 26, p. 10834), that the fact of a rail 
mill being situate on the line of a railroad is natu- 
rally a large element in securing it as a rail buyer. 
Indeed, a study of the testimony — from which we 
refer to — Shook, vol. 25, p. 10491; Welburn, vol. 
26, p. 10937; Schwab, vol 11, p. 4162, 4327, 4387; 
Smith, vol. 19, p. 7940 — satisfies us that whatever 
may have been the practices of rail pools, com- 
binations, etc., prior to 1900, and during possibly 
some of the earlier years of the Steel Corporation, 
the dealings between the railroads and the rail 
making companies has been of later years on a 
competitive basis, individual railroads dealing 
with individual companies. The policy of the 
Pennsylvania Eailroad Company of distributing 
the railroad's annual requirements on the basis of 
the freight furnished by each mill, would seem to 
have put an end to the trade wars between rail 
mills when rails were sold below cost (Roberts, 
vol. 13, p. 5015 ; Scranton, vol. 8, p. 3200) and com • 
panies were driven into or threatened with bank- 
ruptcy. The proof is explicit (vol. 11, p. 4162) that 
$28.00 has for years been accepted by the rail- 
roads as a fair base price for rails and that they 
have asked no reductions. There is no proof that 
such price is unfair and the proof (vol. 11, p. 4165) 
is that the mill cost of rails is from $22.00 to $23.00 
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per ton. The testimony of one large rail maker 
(vol. 11, p. 4162) that in his judgment rails are 
too low, has support from the fact testified to by 
the President of the Eepublic Iron & Steel Com- 
pany, who says (vol. 28, p. 12002) : 

"Q. We quit manufacturing rails because 
there is no money in making them. * * * (p. 
12018) I came into the Republic Company in 
1906, and we had, according to my recollec- 
tion 50,000 to 60,000 tons of rails on our books 
which I did not care to produce. I saw pos- 
sibilities of making money on something 
else; so I replaced these contracts; in other 
words, I bought the rails from other pro- 
ducers, and satisfied my contracts, and 
changed the rail mill into a sheet and tin bar 
mill. That was in the early part of 1907, 
according to my recollection or the latter part 
of 1906." 

To the above manufacturing cost must be add- 
ed over-head, interest and depreciation. The gen- 
eral nature of the last item, particularly in, the 
change from Bessemer (vol. 10, p. 3857) to open- 
hearth, we have already seen. The proofs (vol. 
8, p. 3034) show that for several years the price 
of rails, $28.00 has been lower in this country 
than in France, Grermany, Austria, Italy and Eus- 
sia. It will also be noted that the practice of re- 
rolling rails, an industry that has lately sprung 
into existence (vol. IQ, p. 4028) and grown to 
large proportions, enables railroads to have their 
old rails re-rolled into lighter sections, has, in its 
simple mills, created another factor by which the 
railroads can protect themselves. It would seem, 
therefore, than on the whole, the weight of 
these proofs would tend to show that at the date 
of the filing of this petition the price of $28.00 
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at whicli tlie standard Bessemer rail was selling, 
was not chargeable to the Steel Company as a 
violation by it of the statute here involved. In- 
deed, in connection with the continuance of this 
uniform price of $28.00 for standard Bessemer, 
rails which as quoted elsewhere in this opinion 
was testified (vol. 17, p. 7909) as being tacitly 
accepted and continued by the sales managers 
of different rail companies, we can readily see 
how rail manufacturers simply followed that 
basic price to prevent the ruinous rail wars of 
the past. In that regard one of them (vol. 11, p. 
4387) testified: 

"There is not a manufacturer of rails in 
the United States, I for example as a rail 
manufacturer, feel that if I were to vary that 
price of $28.00 for rails, which seems to have 
been recognized by all rail manufacturers as 
a fair price and giving a fair profit, if I were 
to vary that ten cents a ton I would precipi- 
tate a steel war, to use such a word or ex- 
pression, that would result in ruining my 
works without any profit. Everybody by 
tacit and mutual understanding felt the same 
about that." * * * I would not vary the 
price of my rails under any circumstances, 
not if I knew it was to get 100,000 tons in 
orders, for the reason that my competitor 
next door would put the price down $1.00 a 
ton, or $.50 a ton, even, and we would be ia 
a position where we would be running with- 
out any profit at all." 

Under all the evidence bearing on this subject 
we cannot regard the uniform price of $28.00 as 
the generally accepted price of a standard Bes- 
semer rail evidences an unlawful restraint or con- 
trol of price by the rail makers of the United 
States. 



203 

We take up next the subject of the "Gary din- 
ners", which (as already stated) we have re- 
served for separate treatment. We use the term 
to cover a comparatively short period, beginning 
at an exceptional business situation and continu- 
ing until normal conditions were re-established. 
These dinners — which were business meetings 
with a social aspect — ^began in November 1907 
and were held at irregular intervals during the 
next fifteen months, and perhaps a later date. 
We speak of a later date, because the Govern- 
ment understands the term to cover committee 
meetings also with some other gatherings, which 
were held infrequently until early in 1911. Prob- 
ably it will be sufficient to say, that, whether the 
period was longer or shorter, the element that 
marks it calls for consideration now is what may 
be called the "co-operation" of the Steel Cor- 
poration with a large number of independent com- 
petitors, who, it will be noted are not made par- 
ties to this bill and who comprise some forty- 
five per cent, of the steel and iron industry of the 
United States. This is the only instance of such 
co-operation, and the whole movement was ex- 
ceptional. There is some dispute in the briefs 
concerning the essential characteristios of these 
meetings, but in our opinion the real facts appear 
with sufficient clearness. 

We may begin the discussion by quoting the 
Government's concession in the original petition: 
"It is not here alleged that merely assembling 
and mutually exchanging information and de- 
claration of purpose amount to an agreement or 
a combination in restraint of trade." With this 
concession we are in full accord. In these days 
every large business has its societies and asso- 
ciations, and these meet periodically to exchange 
information of all kinds, to compare experiences, 
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to take note of improvements in macMnery or 
process, to discuss problems, and generally to 
profit by the interchange of ideas and the study 
of observed facts. When the business is manu- 
facturing, of course all this has a direct bearing 
on the subject of prices, and these conferences 
may therefore consider that subject specifically. 
It is probably unusual however to find such a 
meeting making a declaration of intention to 
charge such and such prices, although a mere 
declaration to that effect could hardly be re- 
garded as unlawful. Freedom of speech and free- 
dom of individual action are justly prized in 
American society, and no legislation forbids men 
to come together and speak freely to each other 
about every detail of their common business. And 
if each individual should choose to announce at 
such a meeting the specific price he intends to 
charge for his wares, we are aware of no law 
that forbids him so to do. But at this point we 
approach debatable ground, for an individual is 
permitted to do some things that are denied to 
an association of individuals, and where at a 
meeting of many persons some action is taken 
whose legality is afterwards called in question, 
the decision may be vitally affected by ascertain- 
ing the fact whether the action was really taken 
by each individual acting for himself, or whether 
those present were in fact pursuing a common 
object. 

This coimtry has always been committed to the 
principle of fair and real competition in busi- 
ness — the struggle between individuals to sell 
goods in a market free from artificial control or 
influence — and the Sherman Act merely repeats 
this principle when it condemns in the first sec- 
tion "every contract or comhmation in restraint 
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of trade." When therefore individuals or cor- 
porations make distinct contract with each other, 
either in the form of pools or other agreements, 
dividing territory, limiting output, or fixing 
prices, there can be no question about the ille- 
gality of such contracts. And it makes no differ- 
ence whether or not the agreement attempts to fix 
a penalty for its breach. The essence of the 
offense is the agreement; the penalty is merely 
an incident; so that a so-called "gentlemen's 
agreement" to divide territory etc. is quite as 
illegal as a formal pool with a formal penalty. 
In a gentlemen's agreement the sanction is the 
sense of honor, the moral obligation, the indefin- 
ite but real force that in some instances compels 
persons to keep their promises simply because 
they have promised. 

But suppose what happens is this: A number 
of persons take no action about territory or out- 
put, their discussions being mainly concerned 
with the subject of prices; and suppose further 
that they refrain from making a definite formal 
agreement, and limit themselves to an under- 
standing, a declaration of purpose, an announce- 
ment of intention — ^what then is to be said ? Have 
they offended against the law? This question 
cannot be answered until we know what the par- 
ticipants were really doing. It is not enough to 
rest upon the varying names that may be given 
to the transaction. It is of the utmost impor- 
tance to know how these names are to be inter- 
preted, and this is the crucial matter to be looked 
for in the present record. Fortunately we find 
no material dispute on this point, after we get 
below the mere surface of much that has been 
said by the witnesses. 

The first Gary dinner was held in November 
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1907 at a time of unusual financial danger, when 
the threat of a serious panic was still in the air, 
and when ruin to many important interests was by- 
no means improbable. The meeting was attended 
bjy representatives of from 90% to 95% of the 
iron and steel trade — ^including the Corporation 
and a large majority of its competitors — and the 
course of the meeting has been described by sev- 
eral of those in attendance. Charles M. Schwab, 
now President of the Bethlehem Steel Company 
(vol. 11, p. 4194) testified: 

"The steel trade promised to become in a 
very demoralized condition. * * * Prices 
had gone very low. There was a very scant 
demand for steel. As I stated before, many 
people had their warehouses full of steel. 
"When I say there was a demoralized condi- 
tion, I mean people felt that the market was 
going to go very low, and they were loaded 
with stocks. In general there was a very 
uneasy feeling throughout the whole situa- 
tion. "^ * * 

Q. To what class was this situation — to 
what class, I mean, of persons interested in 
the steel business, — ^was this situation par- 
ticularly threatful? 

A. To the people who had stocks ; the mer- 
chants of steel, the sellers of steel, the re- 
tailers. 

Q. The middlemen or merchants; the re- 
tailers ? 
A. Eixactly, the warehousemen. 
Q. Were they especially loaded up at that 
time? 
A. They were." 



(Vol. 11, p. 4195.) 

"A. The keynote of the whole dinner was 
an address by Judge Gary, or rather a talk 
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to all the membeirs there, with, a view of their 
not becoming panic stricken; with a view of 
their not sacrificing the situation by too great 
a cut in prices and not a precipitation of bad 
business methods; that we ought to retain 
our heads and not become excited over a sit- 
uation of that sort, and that we should calmly 
await the return of prosperity; that our 
usual pro rata of business would probably 
come to each one regardless of the price at 
which it was done; and that it was unwise 
business policy and bad for the industry and 
especially bad for the people who carried 
stocks to precipitate and make worse such a 
demoralized condition. That was the key- 
note of everything that was said at that din- 
ner. 

Q. Was anything said about entering into 
an agreement, fising prices, or output? 

A. Nothing whatever. 

Q. Were prices mentioned? 

A. Not at all. 

Q. Was any price of any product men- 
tioned? 

A. No ; not at all. 

Q. I mean, a definite price for a definite 
product. 

A. It was not discussed at all. 

Q. Only a general talk along the line men- 
tioned? 

A. Just a general talk along the lines indi- 
cated. 

Q. Was it voted to appoint a general com- 
mittee or sub-committees at that meeting to 
study and take care of the situation? 

A. I do not know whether those coromit- 
tees were appointed at the first meeting or 
mot, but they were ultimately, I know. Com- 
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mittees were formed of people in the various 
lines of industry, people familiar with that 
particular line of industry, to take up in d©- 
tail the key-note expressed at the first din- 



James A. Campbell, President of the Yoimgs- 
town Sheet And Tube Company (vol. 5, p. 1853) 
says: 

"Q. Now, Mr. Campbell, will you describe 
the conditions which existed when these 
meetings about which you have been ques- 
tioned were begun? 

A. Prior to this first Gary Dinner, in the 
fall of 1907, theire was a money panic in New 
York, as they called it. Money was very 
tight and you could not get currency, and 
you could not get credit, and the conditions 
to the business man and to the banker, were 
very grave at that time. Judge Gary called 
the leading manufacturers in the steel busi- 
ness together at a dinmer, and afterwards 
that was named the Gary dinner. 

Q. Did the alarm as to these conditions 
exist among others than the manufacturers 
of steel and iron? 
A. Among everybody. 
Q. Was it felt by the banking interests 
throughout the country, by the small country 
banks as well as the big banks in New York 
City? 

A. Yes. We had $1,750,000 on deposit with 
our bankers in New York and Cleveland and 
Youngstown at the time and we were obliged 
to pay our men in Clearing House certifi- 
cates rather than to try and draw that money 
out of the bank to pay them in currency. We 
felt we ought to assist the banks to that ex- 
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tent in securing the currency, as it was al- 
most impossible at that time to make up pay- 
rolls and pay in currency. 

Q. Then the condition of affairs which ex- 
isted at that time was a menace not merely 
to the manufacturers and the banks but to the 
laboring man as well? 

A. To everybody, the laboring men and men 
in every class of business. 

Q. What were the conditions with respect to 
the jobbers especially with respect to stocks 
on hand; were they in danger? 

A. The jobbers had quite large stocks. Ifc 
had been a very prosperous year, the largest 
year up to that time that we had known, and 
all jobbers and all consumers, as far as we 
could learn, had very large stocks of material 
on hand. 

Q. And a sudden and great fall in the value 
of those stocks would have been a great finan- 
cial harm to those jobbers and consumers? 

A. Put about one-half of them, I think, in 
the hands of receivers and would have carried 
down banks and business houses generally, 
besides bankrupting most of the small manu- 
facturers, if they had suffered similar depre- 
ciation with reference to their materials. 

Q. Were these conditions strong in the 
minds of you gentlemen when you commenced 
to meet as you have described? 

A. They were. Those were the days when 
we were lying awake nights. I think every- 
body was alive to the situation and everybody 
was alarmed. 

Q. Was there a desire on the part of you 
gentlemen meeting there to sink selfish in- 
terests for the general advantage in the situa- 
tion? 
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A. There was, yes, but it was a selfish in- 
terest after all. If we put our jobbers and 
consumers out of business they would not be 
able to pay us for the material they already 
had bought from us. "We all had large sums 
of money on our books, and nobody was in a 
position to pay anything at that time, and we 
were anxious to protect them, in order to pro- 
tect ourselves. It was not unselfish entirely, 
but of course I think we were all broad enough 
to feel that we wanted to protect the general 
country for the general good, because it would 
have been a bad thing for us, as well as any- 
body else, if we had had a panic that would 
have carried with it wreck and ruin along its 
path. 

Q. Was the advantage hoped to be gained 
that which followed these meetings, a great or 
greater to the independents as it was to the 
subsidiary companies of the United States 
Steel Corporation? 

A. I think it was greater to the independ- 
ents, because I think it kept a number of them 
from going into the hands of receivers, and 
the Corporation would not have failed, even 
though they had had serious losses. 
***** 

Q. Was not the purpose of those meetings 
to enable everyone present to form his opin- 
ion as to what was the best course to follow 
individually under the conditions which were 
found to exist, with a full knowledge of those 
conditions as given by all the other members 
presenlj? 

A. It was." 

Judge Gary, Chairman of the Steel Corpora- 
tion (vol. 12, pp. 4775 and 4887) testified: 
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"The trouble ordinarily with the purchaser 
of our commodities is that he is obliged to 
stock up, so to speak, he has on hand large 
stocks of goods which he has purchased at a 
certain price, and many times he has pur- 
chased those goods by borrowing money at 
the banks. Now, if a wide and sudden fluc- 
tuation comes, the inventory value of his 
stock on hand is immediately decreased ac- 
cordingly, and he has a very severe loss, and 
his bank calls upon him for the payment of 
his loan, and he is unable to do it because he 
cannot dispose of that stock at a reasonable 
price, or at a price which will return him the 
money he had invested. * * * Jugt to 
refer to the panic of 1907, we had repeated 
letters and repeated calls from people we 
were selling goods to, who had stocks on 
hand and who were not in a financial con- 
dition to survive if the demoralization which 
was threatened should become actual, ask- 
ing us, so far as we could, to try and steady 
the market in order to prevent demoraliza- 
tion, which would bring great loss upon 
them, and in many cases absolute ruin. 
* * * * * 

"The meeting was held shortly after the 
beginning of the panic in 1907, after the 
worst had passed, but while the effect re- 
mained to a less extent. We were impor- 
tuned, or I will say we were requested, in 
various ways, by various consumers, to do 
all we could to prevent demoralization in 
business. Many of our customers reported 
to us they had large stocks of goods on hand,, 
and if the prices became demoralized as they 
had in previous years there was great danger 
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of loss to them, and perhaps failure. In 
those days particularly iron and steel were 
considered the barometers of trade, so to 
speak; that is, the market for steel largely 
affected all other business conditions. In 
conversation at different times with bankers 
and others I knew, the question was asked 
whether or not the steel business was going 
to pieces ; whether we were liable to get into 
the conditions that had obtained previously. 
We were all in very great danger of demoral- 
ization. I believed if the iron and steel trade 
got into that condition the panic would be 
long continued and a great loss and injury 
would result, not only to the manufacturers of 
steel, but to everyone else who was interested 
in the manufacture of steel or dependent 
upon the manufacturers. 

"I might add that, we had on our books 
accoimts receivable aggregating hundreds of 
millions of doUars, and of course an ordinary 
old fashioned steel war meant destructive 
competition, the survival of the iittest, and 
ruin, or at least the temporary suspension 
of a great many people, and would result in 
great loss to us and loss to all other manu- 
facturers, great hardship to our employes, 
and very serious injury to the business world 
in general. 

I stated the purpose and object of the 
meeting were if possible to prevent the 
demoralization of business. I stated that the 
first object of the meeting was to secure a 
better acquaintance with each other, and 
come into close contact in order to know one 
another, hoping that we might deal with and 
towards one another as gentlemen and not 
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as enemies; that the purpose was, if possi- 
ble, to prevent demoralization of business, to 
secure as far as practicable stability of busi- 
ness conditions as opposed to wide and sud- 
den fluctuations, to prevent if possible fail- 
ures on the part of our customers and to 
comply with their wishes in every respect, 
to prevent if we could a long continuance of 
the panic, which meant failures to a great 
many people and manufacturers themselves 
because of their debts at the banks or be- 
cause of their commitments for extensions, 
and to customers because of the large stocks 
they had on hand, the sudden change in the 
prices of which might be very damaging, and 
so far as we properly could, to maintain or 
to assist in maintaining business conditions 
generally, the opposite of which should be 
deplored. I am giving you the substance 

of it. 

****** 

I stated distinctly * * * at that time 
that, as they all understood, we could not 
make any agreement, express or implied, 
directly or indirectly, which bound us to 
maintain prices or restrict territory or out- 
put; it must leave us free to do as we 
pleased, and must rely upon the disposition 
of all others to do what they considered fair 
and right and for the best interest not only 
of themselves, but all others who had any 
interest in that or any other work. I made 
that perfectly plain." 

We think it likely, that if this first meeting 
had not been followed by others, and by the ap- 
pointment of committees to continue the associa- 
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tion (loose as it was) that resulted from that 
meeting, no complaint would be heard from the 
Government. But we think the evidence makes 
it plain that a period of co-operation, or action 
with a common object, did begin in November 
1907 between the Steel Corporation and the great 
majority of its independent competitors, and 
that this period was chiefly marked by an under- 
standing concerning the maintenance of price. 
Other matters were discussed at the various meet- 
ings, but the principal concern was the subject 
of prices, and other subjects were subordinate. 
Without quoting too freely from the testimony 
we think the following extracts are typical. A 
representative of the Carnegie Company testi- 
fied: 

"Q. You were asked about whether you 
had any agreement and you said no. What 
did you mean by agreement, in the sense that 
you answered that question? 

A. I meant a formal undertaking, either 
written or expressed by word. 

Q. What do you mean by a formal under- 
taking? 

A. I mean by a formal undertaking an ex- 
pression in a formal way. 

Q. In what way? I would like you to ex- 
plain that. 

A. Either in writing or by word of mouth. 

Q. What kind of an expression in a formal 
way? Do you mean something of the nature 
of a contract? 

A. I presume you mean by passing a 
promise? 

Q. No, I am not saying what I mean, but 
I am trying to get at what you mean. 

A. What I mean is this: That there was 
no absolute promise made by anybody. 
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Q. That is what you meant when you said 
that theTG was no agreement? 

A. Yes. 

Q. I will ask you whether or not you left 
with the general understanding, each relying 
upon the other, that the prices announced 
would be maintained. 

A. Yes, sir. Yes, sir. 

Q. And what would interrupt the mainten- 
ance of that price, according to that under- 
standing that you left with? 

A. Usually one competitor would take some 
business away from another competitor. 

Q. As I understand you that would be the 
occasion of another meeting. 

A. Yes, sir. 

By Mr. Lindabury: 

Q. I will read from the bill in this case. 

'It is not here alleged that merely assemb- 
ling and mutually exchanging information 
and declaration of purpose amounts to an 
agreement or combination in restraint of 
trade. ' 

I will mark that so you can read it, and 
hand it to you (handing witness the paper 
referred to). 

My question — ^^as you may pause to con- 
sider it if you choose — ^is whether or not, at 
any of these meetings you attended, begin- 
ning ini the autumn of 1907, anything more 
was done than is there stated. 

A. No, sir. 

By Mr. Dickinson : 

Q. You said that you assembled? 
A. Yes, sir. 

Q. You exchanged information! 
A. Yes, sir. 
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Q. And you declared purposes as to prices? 

A. Yes, sir. 

Q. I understood you to say also, that you 
left, each relying upon the other that that 
price would be observed by them, and that the 
announcement of that price was made to the 
trade? 

A. Yes, sir (vol. 6, p. 2505-09)." 

A representative of the McKeesport Tin Plate 
Company testified: 

"Was there not what you understand as a 
gentlemen's agreement as to following the 
price that was named, until the next meet- 
ing? 

A. There would be a general understand- 
ing that we would do what we would say we 
would do — quote a certain figure until, as I 
say, we found reasons to change it; and if 
we found reason to change it we would notify 
our competitors, or talk with them about it, 
when another meeting would be held, and 
conditions discussed. 

Q. Another meeting would be held? 

A. Yes. * * * 

Q. "Would or not a price be suggested? 

A. A price would always be suggested. 

Q. State whether or not, before they left, 
there was any difference as to what each one 
said he was going to charge, or whether it 
would be the same. 

A. It was always unanimously agreed, or 
the statement was unanimous on the part of 
all that they would quote a certain price" 
(vol. 5, p. 1777). 

"Q. What would you do, if anything, in 
regard to the future prices? 

A. Then we would say: 'Well, we will quote 
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a certain price, until we find reason to 
change it.' 

Q. Then you would leave with the same un- 
derstanding, that each was going to sell at 
that price? 

A. Yes, sir. 

Q. State whether or not any one made any 
remark at any such meetings that if they cut 
the price it would be found out. 

A. I think we discussed that among our- 
selves in general. I might say that if any 
one quoted a lower price to a particular cus- 
tomer than we did, that I would find it out" 
(vol. 5, p. 1778. * * * 

Q. Was it or not a part of your understand- 
ing, after these prices were announced, that 
you were under a moral obligation to sell 
at that price until you did notify your com- 
petitors ? 

A. Yes, sir" (vol. 5, p. 1792-93). 

Now to our minds the testimony taken as a whole 
makes the conclusion inevitable that the result of 
these meetings was an understanding iabout prices 
that was equivalent to an agreement. We have no 
doubt that among those present some silently dis- 
sented and went away intending to do what they 
pleased, but many, probably most, of the partici- 
pants understood, and assented to the view, that 
they were under some kind of an obligation to 
adhere to the prices that had been announced or 
declared as the general sense of the meeting. Cer- 
tainly there was no positive and expressed obliga- 
tion ; no formal words of contract were used ; but 
most of those that took part in these meetings 
went away, knowing that prices had been named 
and feeling bound to maintain them until they saw 
good reason to do otherwise, and feeling boxmd 
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to maintain them even then until they had signi- 
fied to their associates their intention to make a 
change. We cannot doubt that such an arrange- 
ment, or understanding, or moral obligation — 
whatever name may be the most appropriate — 
amounts to a combination or common action for- 
bidden by law. The final test we think is the ob- 
ject and the effect of the arrangement, and both 
the object and the effect were to maintain prices, 
at least to a considerable degree. 

We have said that this was the effect intended, 
and we believe it to be true also that in actual 
effect prices were more or less maintained. But 
it is quite as true that a large section of the trade 
paid little attention if any to this effort at co- 
operation. We need not quote again from the 
record to establish this point, for we have al- 
ready made sufficient extracts earlier in this opin- 
ion. The testimony quoted on pages 42-46 will 
make it abundantly clear we think that even dur- 
ing t^e period of co-ope,ration the prices an- 
nounced and informally assented to at these 
meetings were not regarded at all by many manu- 
facturers, for it is plain that the consumers who 
testified had no difficulty in buying at rates sen- 
sibly below the prices thus referred to. It is 
only fair to add that in our opinion the partici- 
pants in this movement did not intend to act il- 
legally. No doubt they did intend to exercise 
their full legal rights, but of course such exer- 
cise could not be wrong, and they believed they 
had succeeded in keeping within the proper 
limits. For the reasons given we think they were 
mistaken, but we acquit them of trickiness or at- 
tempted evasion. 

But the period of co-operation had passed away 
before the biU was filled, and as far as we can 
see it is not likely to be repeated. We do not 
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think the Gary movement would justify us in im- 
posing so drastic a penalty as the dissolution of 
the Corporation, but we will, if the Grovemment 
moves for such action, retain the bill for the pur- 
pose of restraining any similar movement by the 
defendants that might be contemplated hereafter. 
We may perhaps suggest that under receni; legis- 
lation Congress may have provided a sufficiently 
inclusive remedy for any future action that might 
have for its object the adoption or the mainten- 
ance of unreasonable prices. 

In brief, the conclusions of the Court are these. 
As to some of the defendants it is apparent the 
bill should be dismissed. Concerning the prini- 
cipal relief sought against the Corporation and 
its subsidiaries we are of opinion that the Gov- 
ernment has not made out a case that should be 
followed by a decree of dissolution, and we avo 
also of opinion that sufficient reasons have not 
been afforded to justify us in now awarding an 
injunction. But as already stated, if the Gov- 
ernment so desires, the Court will retain jurisdic- 
tion of the cause for the purposes above outlined. 

In concluding this opinion we are requested by 
each of the members of this Court to express the 
thanks of this Court to all the counsel engaged 
in the cause and record our appreciation of the 
labor on their part evidenced in their several 
briefs, digests, cross-references, indices, etc. It is 
but just to say that the thorough preliminary work 
on the part of counsel has greatly aided oux lab- 
ors and has enabled us within the limits of reas- 
onable time and without delaying our routine 
work to reach a reasonably prompt determina- 
tion of this cause. 

Al decree may be prepared in accordance here- 
with. 
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CoNCuRKiNG Opinion, 

WooLUEY, Circuit Judge, with whom Hunt, Cir- 
cuit Judge, concurs. 

In an endeavor to state with brevity the mat- 
ters of law and fact which have directed and con- 
trolled my judgment in this case, no attempt will 
be made to review the great mass of testimony or 
to discuss the law bearing upon it. 

Whether the Steel Corporation is a combina- 
tion in restraint of trade or has monopolized or 
has attempted to monopolize commerce among the 
states in violation of the Anti-Trust Law, depends 
upon the inherent nature or effect of the combi- 
nation, the evident purpose of its acts, or the in- 
tent to be inferred from the extent of the control 
secured over the industry, the method by which 
such control has been brought about and the man- 
ner in which it has been exerted, resulting in 
prejudice to the public interests by unduly re- 
stricting competition or imduly obstructing the 
course of trade. United States vs. Terminal E. 
R. Assn., 224 U. S. 393, 394; Nash vs. United 
States, 229 U. S. 373; The Standard Oil Company 
vs. United States, 221 U. S. 1; United States vs. 
American Tobacco Co., 221 U. S., 106, 179. 

There is no question that the Steel Corporation 
is a combination. The question is, whether it is 
a "combination * * * in restraint of trade," 
and whether the Corporation, its subsidiaries and 
the individual defendants who actively engaged in 
its organization, monopolized or attempted to mo- 
nopolize, or combined with others to monopolize 
or restrain trade within the meaning of the Act. 
Inquiry to this end may be pursued along four 
lines. 
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First: Was the direct and necessary effect of 
the organization of the Corporation to unduly re- 
strain trade or create a monopoly'? 

The important business units which at or about 
the time of its organization comprised the United 
States Steel Corporation, (which in default of a 
better term will be called the "constituent com- 
binations,") were the Carnegie Steel Company, 
Federal Steel Company, National Tube Company, 
American Bridge Company, National Steel Com- 
pany, American Steel Hoop Company, Ameri- 
can Sheet Steel Company, American Tin Plate 
Company and American Steel and Wire Company. 
Each of these units was in itself a combination of 
concerns engaged in the manufacture of the same 
or allied products. The effect of the organization 
of these combinations was to suppress competi- 
tion between their component parts, and the effect 
of the organization of tbe Steel Corporation, by 
embracing these combinations, was to give it a 
control over the industry equal in the aggregate 
at least to that which its constitutent parts and 
their subsidiaries had theretofore possessed. The 
Steel Corporation, therefore, is a combination of 
combinations, by which, directly or indirectly, ap- 
proximately 180 independent concerns were 
brought under one business control, thereby giv- 
ing it not only the assets and business of that 
number of producers, but the advantage of their 
elimination from the field of competition. It is 
therefore pertinent to ascertain whether the 
amount of competition suppressed by the combi- 
nation of producing units was so great, the per- 
centage of business acquired so large, or the re- 
sultant control over the industry so potential, as 
in and of itself to constitute the Steel Corpora- 
tion a monopoly, independent of any question of 
intent. 
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The inherent power or the direct and necessary 
effect of the Corporation to unduly restrain trade, 
must be gathered from what it did with the power 
it had during the period between the date of its 
organization and the date of the institution of 
this suit, and what it was unable to do with that 
power. 

What the Corporation did constitutes conduct, 
a subject which will presently be considered and 
what the Corporation did not do is so related to 
conduct that the two will be considered together. 
What the Corporation had the power or did not 
have the power to do must first be determined. 

The power of the Corporation may be ascertained 
by its position in the industry. Its position has 
doubtless been attained by a combination of 
forces, which may include high efficiency of 
plants, excellence of organization, capacity of em- 
ployees, and its measure of control over raw ma- 
terials and the production of finished products. 
As there can be no monopoly of efficiency and 
capacity, inquiry concerning the power of the 
Corporation, therefore, leads mainly to its do- 
minion over the raw materials and finished prod- 
ucts of the industry. 

The ore reserves acquired by the Corporation 
at and subsequent to its organization, the rela- 
tion which reserves bear to ore bodies then 
existing and subsequently discovered, and their 
bearing upon the question of monopoly of raw 
materials, are matters which have been discussed 
in the preceding opinion, and with the reasoning 
as well as with the conclusion that the Corpora- 
tion has not a monopoly of the raw materials of 
the steel industry, I am in entire accord. 

A more extended consideration of the power 
of the Corporation, derived from its ore reserves, 
is unnecessary, further than to dispose of a trans- 
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action connected with the acquisition of certain 
ore properties. . 

Prior to the organization of the Steel Corpora- 
tion, John D. Eockefeller became interested in a 
number of ore properties in the Mesabi Eange, 
in Minnesota, and in properties primarily intend- 
ed for the transportation of ores to the market. 
These properties were the Lake Superior Con- 
solidated Iron Mines, which owned a considerable 
group of iron ore properties in that region; a 
railway company running from Mesabi Range to 
Duluth, called the Duluth, Missabe and Northern 
Eailroad Cojmpany; and a steamship company 
owning a group of steamers plying the Great 
Lakes, called the Bessemer Steamship Company. 
The mining company owned the railway com- 
pany. John D. Rockefeller owned twenty-five 
twenty-ninths of the stock of the mining company. 
He owned all the stock of the steamship company. 

After its formation the Steel Corporation, con- 
tracted with John D. Rockefeller for the purchase 
of his interest and the interest of the other stock- 
holders in the Lake Superior Consolidated Iron 
Mines and the Bessemer Steamship Company, 
and paid for the latter $8,500,000 in cash, and 
for the former, stock of the Steel Corporation at 
the rate of 1-35/100 shares of preferred and 
1-35/100 shares of common for each share of the 
Consolidated Iron Mines, reckoned on a capitali- 
zation of $48,000,000, the current market price for 
the steel shares being respectively 83 and 38. 

John D. Rockefeller and his son, John D. Rocke- 
feller, Junior, were made directors of the Steel 
Corporation. The former resigned in 1904 and 
the latter in 1910. John D. Rockefeller disposed 
of all his stock, and John D. Rockefeller, Junior, 
disposed of a considerable portion of his stock 
in the Steel Corporation, acquired by the afore- 
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recited transaction, prior to the filing of the Mil 
in this case. 

The bill charges the acquisition of the Consoli- 
dated Iron Mines and the Bessemer Steamship 
Company subsequent to the organization of the 
Corporation. It also charges generally, that the 
individual defendants named in the bill, by the 
subsequent acquisition and control of properties, 
entered into a combination with the Corporation 
in restraint of trade, but in this connection the 
defendants Rockefeller are not named. The sole 
specific statement of fact in the bill with respect 
to the defendants Rockefeller, relates to the sale 
to the Corporation of stock of the Consolidated 
Iron Mines and the Bessemer Steamship Com- 
pany, and the sole specific charge is that these 
defendants were largely interested in those prop- 
erties, and that "both of them participated in 
bringing about the combination and became mem- 
bers of the first board of directors of the Corpor- 
ation. ' ' 

By the prayer of the bill, the properties ac- 
quired from the defendants Rockefeller are not 
asked to be returned to them, or that the sale be 
avoided, but that the ore properties of the Cor- 
poration, which of course include those acquired 
from the defendants Rockefeller, he divided 
among certain corporations contemplated by a 
decree of dissolution in proportion to their capa- 
city for the production of steel. 

There is no evidence or assertion that the pur- 
chase of the Consolidated Iron Mines and the 
Bessemer Steamship Company, and incidentally 
the Duluth, Missabe and Northern Railroad Com- 
pany, was included in the original scheme for the 
organization of the Steel Corporation, nor is 
there evidence which shows that the defendants 
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Rockefeller took part in the promotion or organi- 
zation of the Corporation. By stipulation with 
the Grovernment, it is in evidence that at the 
time the bill was filed, the defendants Rockefeller 
had no relation of management or control to the 
Steel Corporation, and there is nothing to show 
that they were then or are not violating or 
threatening to violate the statute. 

We find that the transaction of the sale of the 
Lake Superiorl Consolidated Iron Mines and the 
Bessemer Steamship Company was no part of 
the original plan for the formation of the Steel 
Corporation, that the transaction was not only 
in form, hut was in suhstanoe a sale, and that the 
single fact that the purchase price of one of the 
properties was paid with the stock of the Cor- 
poration, does not alter the legal character of 
the transaction as a sale or prove that it was 
violative of the statute. We also find that the 
purchase of these properties from the defendants 
Rockefeller did not so increase the ore reserves 
and the transportation facilities of the Corpora- 
tion as to give it a monopolistic power over the 
raw materials of the industry. For the reasons 
given, we are unanimously of opinion that the 
bill should be dismissed as to the defendants 
Rockefeller. 

Further inquiring whether the Corporation in- 
herently possesses monopolistic power, attention 
is next given to its proportion of the manufac- 
ture and sale of finished iron and steel products 
of the industry. Upon this subject there is a 
great volume of testimony, a detailed considera- 
tion of which in an opinion would be quite in- 
excusable. As a last analysis of this testimony, 
it is sufficient to say it shows, that large as was 
the Corporation and substantial as was its pro- 
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portion of the business of the industry, the Cor- 
poration was not able in the first ten years of its 
history to maintain its proportion of the increase 
of trade. During that period, its proportion of 
the domestic business decreased from 50.1 per 
cent, to 40.9 per cent., and its increase of busi- 
ness during that period was but 40.6 per cent, 
of its original volume. Its increase of business, 
measured by percentage, was exceeded by eight 
of its competitors, whose increase of bfasiness, 
likewise measured by percentage, ranged from 63 
to 3779. This disparity in the increase of pro- 
duction indicates that the power of the Corpora- 
tion is not commensurate with its size, and that 
the size and the consequent power of the Cor- 
poration are not sufficient to retard prosperous 
growth of efficient competitors. 

From the vast amount of testimony, it is con- 
clusively shown that the Steel Corporation did 
not attempt to exert a power, if such it pos- 
sessed, to oppress and destroy its competitors, 
and it is likewise disclosed by the history of the 
industry subsequent to the organization of the 
Corporation, that if it had made such an attempt 
it would have failed. It is also shown by the tes- 
timony, that, acting independently and relying 
alone upon its power and wealth, great as they 
were, the Corporation has never been able to 
dominate the steel industry by controlling the 
supply of raw materials, restraining production 
of fiidshed products, or enhancing and maintain- 
ing the prices of either. 

If in its early history, the Steel Corporation, 
singly and alone, endeavored to dominate the 
steel industry in any one or several of the custo- 
mary ways, (and such is not disclosed by the tes- 
timony) it ceased early to rely upon its own 
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power. In fact, its lack of power to dominate the 
industry alone, is established by the methods it 
was forced to institute and pursue with respect 
to the important matter of the fixation of prices, 
the legality of which, in my opinion, becomes the 
main point of inquiry in the case. Instead of 
relying upon its own power to fix and maintain 
prices, the Corporation, at its very beginning, 
sought and obtained the assistance of others. It 
combined its power with the power of competing 
corporations, and then with its competitors con- 
certed, cooperated, contracted and then by tacit un- 
derstandings contributed to the establishment and 
maintenance of prices. The cooperation by the 
Steel Corporation with its competitors to fix and 
maintain prices neither sprang from its inherent 
nature nor was it the direct and necessary effect of 
its organization. It constituted conduct, and con- 
duct of the same character as that pursued by the 
Corporation's competitors participating therein. 
The testimony does not show that the Corporation 
in and of itself ever possessed or exerted suffi- 
cient power when acting alone to control prices of 
the products of the industry. The testimony 
abundantly shows that the power of the Corpora- 
tion to control prices was efficient only when in 
cooperation with its competitors. It has never 
raised and maintained prices by its own action. 
It has done it only by joint action, and when joint 
action was either refused or withdrawn, the Cor- 
poration's prices were controlled by competition. 
To the conduct of the Corporation in fixing and 
maintaining prices by methods it with others em- 
ployed, the charge of violation of the statute is 
most pertinently addressed. 

Distinguishing the power of the Corporation 
from its conduct subsequent to its organization, I 
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am of opinion, for the reasons here given, that in 
its inherent nature, the Steel Corporation is not 
a monopoly, and that the direct and necessary 
effect of the organization of the Corporation was 
not nnduly to restrain trade. 

Second. Was an intent to monopolize or to nn- 
duly restrain trade shown by the circumstances 
which led up to and surrounded the organization 
of the Corporation? 

For several years preceding the organization 
of the Corporation in 1901, the steel industry was 
undergoing a revolution in business methods. 
Combinations of manufacturers producing the 
same as well as diversified products, were formed 
upon tremendous scales, embracing in many in- 
stances a majority, and in some instances nearly 
all, the producers of a particular product. This 
industrial revolution and the combinations which 
grew out of it, have been explained upon two 
theories. 

The first theory is based, as it is contended, 
upon the discovery made at or about that time, 
that the economic manufacture of a finished steel 
product required the ownership of the raw ma- 
terial and the manufacture of the unfinished prod- 
uct by the same corporation, and the manufacture 
of the unfinished product required facilities for 
finishing the same in order to secure a regular and 
certain output. In other words, a necessity for 
integration developed, that is, the manufacture of 
steel products on a large scale, beginning with the 
ore and concluding with the finished product, to 
accomplish which aggregations of mills that pro- 
duced different commodities were essential. That 
this was in the minds of the steel masters of that 
day is without question, and it is now contended 
by the defendants, that to attain this was the ob- 
ject of the formation of the Steel Corporation. 
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The other theory advanced in explanation of 
the tremendous and rapid combination of steel 
producing plants at that period, in which less re- 
gard was paid to combining plants producing 
diversified products than to combining plants 
producing the same products, is, that by such 
combinations, competition in trade could be sup- 
pressed to an extent commensurate with the 
amount of trade combined, and that by the re- 
sultant control, prices could be raised and main- 
tained that would yield great profits. 

Much testimony has been produced in this case 
by the opposing parties in support of and in 
opposition to these opposing theories, a review 
of which within the limits of an opinion is quite 
impossible to be made. Evidence of the acts and 
things done at the time they were done, the 
character of the combinations made and the re- 
sults then and subsequently attained, as disclosed 
by testimony which corresponds in point of time 
with the doing of the things, carry to my mind 
a greater probative force in determining the rea- 
son for the combinations and the purpose of the 
organization of the Steel Corporation than ex- 
planations thereof made at after periods. There 
is much testimony given by witnesses, looking 
back over the history of the Corporation and its 
constituent combinations, to the effect that the 
purpose of the organization of the constituent 
combinations and then of the larger combination, 
the Steel Corporation, was to assemble huge 
properties so as to procure perfect integration. 
Yet the testimony which impresses me most is 
that which relates to and concerns the things 
said and done preliminary to and connected with 
the organization of these various combinations 
at the time of their creation. These circum- 
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stances indicate that the various combinations 
were made upon a scale that was huge and in a 
manner that was wild. Properties were assem- 
bled and combined with less regard to their im- 
portance as integral parts of an integrated whole 
than to the advantages expected from the elimi- 
nation of the competition which theretofore ex- 
isted between them. 

Without referring to the great mass of figures 
which bears upon this aspect of the case, it is 
clear to me that combinations were created by 
acquiring competing producing concerns, at fig- 
ures not based upon their physical or their busi- 
ness values, as independent and separate pro- 
ducers, but upon their values in combination, 
that is, upon their values as manufacturing 
plants and business concerns with competition 
eliminated. In many instances, capital stock was 
issued for amounts vastly in excess of the values 
of the properties purchased, thereby capitalizing 
the anticipated fruits of combination. The con- 
trol acquired over the branches of the industry 
to which the combinations particularly related, 
measured by the amount of production, extended 
in some instances from 80 per cent, to 95 per 
cent, of the entire output of the country, result- 
ing in the immediate increase of prices in some 
cases double and in others treble what they were 
before, yielding large dividends' upon greatly in- 
flated capital.^ 

'The organization of the constituent combinations, their over- 
capitalization and the increase in the prices of their products, 
are matters so complex in their recital and embrace such a 
considerable portion of a record altogether unprecedented in 
size, that nothing more than a single instance can be briefly 
stated in a foot note. 

The National Tube Company was incorporated in February, 
1899. It was a combination of manufacturers representing from 
80 to 90 per cent, of the production of iron and steel wrought 
tubes in the United States. (V, 1891, 1913; G. E.. V, pt. II, 
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The immediate as well as tlie normal effect of 
such combinations, was in all instances a com- 
plete elimination of competition between the con- 
cerns absorbed, and a corresponding restraint of 
trade. That for a time during that period, mo- 
nopoly was created and trade unduly restrained 
in certain steel products by the combinations 
which almost exclusively produced them, is seri- 
ously charged and not satisfactorily denied. Such 
was the common knowledge of those conversant 
with the steel industry, and as many of the men 
who participated in the organization of such com- 
bination participated actively in the organization 
of the Steel Corporation, it is difficult to believe 
that they did not know that to some extent, and 
probably to what extent, such combinations re- 
stricted and suppressed competition, and that 
they did not expect, by force of the multiplied 
absorption of trade and by the power resulting 

1785-1788, 1794.) An expert valuation of the properties ac- 
quired, exclusive of the Western Tube Company, was the sum 
of $22,303,500. (V, 1867-72.) For the properties and plants, 
so valued at $22,303,500, personal assets estimated at $10,000,000, 
and $2,500,000 cash furnished by the promoters, making a total 
of $34,803,500, plus the value of a part interest in the Western 
Tube Company, the National Tube Company issued to the con- 
solidation purchasers over $79,000,000 in stock. (G. E. II, 381- 
84, 392-94.) Of the approximate amount of $40,000,000 of 
preferred and $40,000,000 of common, issued to the consolida- 
tion purchasers for the properties acquired by it, (G. E. II, 
372-94) it appears that the common stock received by the con- 
solidation purchasers to the amount of about $40,000,000 was 
to be distributed approximately as follows: — To the vendors 
of the properties acquired, between $3,000,000 and $11,000,000 
in excess of the cash valuations of their properties; to the 
Syndicate in excess of the amount of cash furnished by it 
$5,000,000; to Morgan and Company $3,500,000; and to the 
consolidation purchasers and Morgan and Company for promo- 
tion, between $20,000,000 and $28,000,000. The net earnings 
of the National Tube Company for its first six months were 
$7,909,060 a rate of 19 per cent, per annum on the capitalization 
of $80,000,000; and the net earnings for the first fiscal year, 
after deducting expenses, depreciation and reserve, were 
$13,878,364.69, which is something over 17 per cent, on its total 
capitalization. Before the formation of the National Tube 
Company, the price of tubes was $30 a ton. During 1899, the 
year of its formation, the price of tubes rose to $67 a ton, and 
in the early part of 1900, reached their maximum of $89 a ton. 
(XXVII, II, 390-1, 11426-7, 11433.) 
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from the increased elimination of competition, 
the Steel Corporation would be enabled to fix and 
regulate the production and prices of all com- 
modities in the industry. Such would seem to be 
a natural thing to expect of a combination of 
competing corporations which in themselves 
were combinations of competing corporations, 
and it is but fair to charge that those who cre- 
ated such a combination of combinations intend- 
ed what in the nature of the situation would be 
thought to be its natural and probable conse- 
quence. 

It was insistently urged by the Corporation, 
both in the briefs and at the argument of this 
case, that in the conversations between Mr. 
Schwab and Mr. Morgan preliminary to and dur- 
ing^ the negotiations for the combinations which 
were afterwards acquired by the Steel Corpora- 
tion, no word passed between them concerning in- 
creased profits, hoped for or expected to be de- 
rived from the elimination of competition, and 
that their discussions were addressed and limit- 
ed to economies of manufacture and business. It 
is worthy of comment in this connection, that, 
in so far as those conversations are repeated in 
the testimony, the word "integration" was not 
mentioned, and excepting by inference, the idea 
of integration was not suggested by the one who 
gave or by the one who responded to the inspira- 
tion to create such a combination as the Steel 
Corporation. The purpose of its organization, 
in so far as it was expressed by either of those 
gentlemen, as disclosed by the testimony, was to 
acquire a number of mills in each of which to 
manufacture but one thing instead of many 
things, and to procure enough mills to make and 
manufacture every product in the steel industry, 
with the hope of acquiring the foreign trade. The 
precise reasons for the formation of srajh a com- 
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bination, and the particular advantages to be ex- 
pected therefrom, as stated by Mr. Schwab to 
Mr. Morgan in the conversations which are rep- 
resented to contain the ideas which suggested and 
which justified the formation of the Steel Cor- 
poration, are, 

' ' That instead, as was then the practice, of 
having one mill to make ten or twenty or fifty 
products, the greatest economy would result 
from having one mill make one product, and 
make that product continuously. * * * 
That various lines of steel should be so spe- 
cialized. * * * That great economies 
would result from locating mills at the point 
of consumption, by which the cost of trans- 
portation * * * would be reduced or 
saved. * * * That great economic re- 
sults would follow from being able to manage 
these concerns in a manner that would stimu- 
late the most effective effort in the manage- 
ment of the different concerns. * * * 
That the great export business of this coun- 
try in iron and steel could only be done in 
that way. * * * (the companies to be ac- 
quired were) such as to cover all the branches 
of the industry. * * * (and that) suc- 
cessful manufacture was only possible where 
every single step in the line of manufacture 
was carried out by some one concern; and 
that for the greatest economy, for the great- 
est development of the business, it was an 
absolute necessity." 

Continuing, Mr. Schwab said: 

"I felt, furthermore, that great economies 
would result in all these general items of ex- 
pense which are met in the manufacture of 
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iron and steel, on account of selling, travel- 
ing, office expenses, and all the general items 
of each individual concern which an indi- 
vidual line had to cover with a full organiza- 
tion. That could be covered by one such or- 
ganization, and I felt that such economy 
would result in that direction, and indeed the 
whole line of my talk that evening was intend- 
ed to show that the next great economic step 
to be made in the manufacture of steel — or 
indeed any business in general — ^I did not con- 
fine myself entirely to the steel business — 
directly to the steel business, but in general 
that the great economic result to be next ob- 
tained in manufacture was in the direction of 
these methods, and then I made that applica- 
tion generally to the steel industry." 

Mr. Schwab then pointed out to Mr. Morgan the 
plants, which if acquired, "could be made ulti- 
mately to conform to this theory." It does not 
appear in the testimony just what plants Mr. 
Schwab suggested should be acquired, nor does it 
appear that Mr. Morgan acquired or attempted to 
acquire any plants of any independent producers 
of that day. It does appear, however, that Mr. 
Morgan proceeded immediately to acquire, not 
plants, but the huge combinations themselves, 
which had but recently been formed and which 
had but recently demonstrated their ability to 
suppress competition. 

The objects of the formation of the Corpora- 
tion, as stated by Mr. Schwab, were those avowed 
at the time of its organization, and the things done 
to accomplish those objects must be accepted to 
have been done in the light of the situation as it 
then existed. 

The declarations of Mr. Schwab with respect to 
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the objects of the organization, and the conduct 
of Mr. Morgan and his associates in creating the 
Corporation by combining the most powerful com- 
binations which then existed, the conspicuous fea- 
tures of which were over-capitalization and the 
elimination of competition, constitute evidence 
which must be considered in seeking the purposes 
for which the Corporation was organized. That 
evidence, as against the testimony to the contrary, 
impels me to the opinion that the primary pur- 
pose of the organization of the Steel Corporation 
was not integration. Integration was a result of 
the organization, and afterward became a neces- 
sity. When integration was undertaken it was but 
imperfectly accomplished by employing the units 
acquired. It was only perfected by building new 
mills at a cost of over $400,000,000. After a con- 
sideration of the character and conduct of the 
combinations absorbed by the Corporation, and of 
the complete knowledge of the industry possessed 
by those who brought the Corporation into exist- 
ence, I am irresistibly drawn to the conclusion 
that the object of the formation of a corporation 
which embraced such combinations, and the intent 
of those who undertook its accomplishment, were 
to secure great profits by restraining trade in the 
manner and upon the scale thought possible in the 
light of the history of the constituent combina^ 
tions. 

The constituent combinations absorbed by the 
Corporation were strongest at their birth. Their 
percentage of output and their corresponding con- 
trol over their particular branches of the industry 
were greatest when organized, but diminished 
year by year in combat with competitors who 
entered the field against them, supplied with 
ample resources, equipped with modem plants 
and unencumbered with obsolete or dismantled 
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properties. As an illustration, the American Tin 
Plate Company, incorporated in December 1896, 
was a consolidation of 39 plants with 279 mills 
engaged in the manufacture of tin plate. It is 
charged and not denied that at the time of its for- 
mation, this combination comprised 90 per cent, of 
the tin plate manufacturers of the country, which 
controlled 95 per cent, of the total output of tin 
plate in the United States. The result was an im- 
mediate rise in the price of its product and a de- 
crease in the number of its producing units. As a 
consequence of its policy, 86 mills of 19 plants, 
that is, about one-third of the mills acquired, were 
promptly dismantled. Notwithstanding this in- 
itial and potential control over the product and 
prices of the tin plate industry, it nevertheless 
happened, that while in 1899 the American Tin 
Plate Company produced 95 per cent, of all the 
tin plate manufactured in the United States, its 
control from that year gradually decreased until 
in 1912 its proportion of the manufactured output 
was but 53.7 per cent. After it was absorbed by 
the Corporation it ceased to rely upon its own 
power to fix and maint^n prices, complete as was 
its power at fi^rst, and like the other subsidiaries, 
was forced to cooperate with its competitors. 

The experience of the American Tin Plate Com- 
pany is illustrative of the history of various com- 
binations absorbed by the Steel Corporation. It 
is likewise the explanation of the seeming anomaly 
that the Corporation at the time of its organiza- 
tion, in and of itself possessed less power as a 
monopoly than certain of its constituent units 
possessed at the dates upon which they were re- 
spectively created. The absorption by the Steel 
Corporation of combinations which in themselves 
possessed monopolistic powers, potential in their 
beginning though waning as they progressed, ir- 
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resistibly draws me to the conclusion that those 
who organized the Steel Corporation expected to 
accomplish permanently what had been demon- 
strated could be accomplished temporarily, and 
thereby to monopohze and unduly restrain trade. 
But when organized, the Corporation discovered 
that it was confronted by forces beyond its con- 
trol, that it was affected by trade laws and con- 
ditions which in its organization were either for- 
gotten or ignored, and that therefore it was with- 
out the power alone to do what its organizers ex- 
pected of it, and was immediately forced to resort 
to the old device of pools in order to control and 
maintain the prices of its products. I am of opin- 
ion that the circumstances which led up to and 
surrounded the organization of the Steel Corpora- 
tion, show that those who organized the Steel Cor- 
poration intended it to monopolize and unduly 
restrain trade. 

Third : Was intent to monopolize or to restrain 
trade shown by the after-conduct of the Corpora- 
tion? 

There are a number of customary tests by which 
the existence of trade restraint may be ascer- 
tained and the extent thereof may be gauged. In 
applying these tests to the after-conduct of the 
Corporation, the testimony responds, in my opin- 
ion, by disclosing but one line of the Corpora- 
tion's conduct violative of the statute. 

There is nothing in the evidence that suggests 
that the Corporation used its power to gain ad- 
vantage over its competitors by securing freight 
rebates. On the contrary, it appears that early in 
its history the Corporation announced a policy 
and promulgated a rule against soliciting and ac- 
cepting rebates. 

There is nothing to show that the Corporation 
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increased its profits by redudng the wages of its 
employees. The increased volume and reward, as 
well as the improved conditions, of labor, for 
which the Corporation, at considerable length, 
takes credit to itself, have no bearing upon the 
issue of monopoly except as they tend to prove 
that monopoly was neither attempted nor ac- 
quired at the expense of labor. 

There is nothing in the evidence that suggests 
the Corporation increased its profits by lowering 
the quality of its products. The testimony that 
the quality of the Corporation's products has not 
deteriorated but has improved, is pertinent to 
the inquiry whether monopoly was attempted or 
accomplished at the expense of the quality of its 
products, but the considerable volume of testi- 
mony as to the high quality of its products and 
the excellence of its service, has no probative 
bearing upon the issue of monopoly. The ques- 
tion is not, whether the Corporation is a service- 
able monopoly. The question is, whether the 
Corporation is a monopoly. 

There is nothing which discloses that the Cor- 
poration either increased its power or augmented 
its profits by creating an artificial scarcity of its 
products. 

The testimony does not show that the Corpora- 
tion oppressed or coerced its competitors. In fact, 
there is an abundance of testimony contributed 
by the competitors of the Corporation, to the 
effect that its competition, though vigorous, was 
fair. 

The Corporation did not undersell its competi- 
tors in particular localities by reducing prices 
below the prices at which it sold in other locali- 
ties, nor did it require its customers to enter iato 
contracts either limiting their purchases to the 



239 

Corporation or restricting them in re-sale prices. 
While purchasing pig iron at prices higher than 
the market, in order by reflection to maintain or 
increase the price of steel, purchases were not 
made by the Corporation beyond its needs nor 
with the intent or result of cornering the market. 
It did not obtain customers of competitors by 
secret rebates, or departures from its published 
prices, so long as the prices agreed to were ad- 
hered to by others pursuant to methods presently 
to be considered. There is no evidence that it 
attempted to crush its competitors or drive them 
out of the market, and in its competition, it 
seemed to make no distinction between large and 
small competitors. In fact, its conduct towards 
its competitors, as shown by the testimony, has 
been conspicuously free from that business bru- 
tality, meanness and imfairness which character- 
ized the conduct of certain large corporations 
found guUty of violating the Anti-Trust Law. 

The charge that the Corporation offered lower 
prices in return for large purchases running over 
long periods, if true, does not constitute unfair 
trading. In those instances the Corporation en- 
deavored and succeeded in obtaining contracts 
for large purchases of unfinished or semi-finished 
materials so as to secure a steady trade for a 
long period and thereby secure steady and cer- 
tain employment for its mills. 

The Corporation's reply to the charge of undue 
restraint of trade by combining with others to fix 
and maintain prices, and the assumption to itself 
of credit for the benefits arising from its conduct 
"in steadying the market and preventing rapid 
and extreme fluctuations, ' ' is somewhat of an ad- 
mission that it (with others) controlled prices by 
artificial means. I know of no law which makes 
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tlie steadying of the market a justification for 
fixing and maintaining prices by the concerted 
action of otherwise competing companies, when 
the effect of steadying the market is to dominate 
the industry by establishing prices for its pro- 
duets. The perfection of stabilizing prices can 
be reached only when monopoly is perfect, and 
as nothing justifies monopoly, I am of opinion 
that the stabilizing benefits claimed by the de- 
fendants in fixing and maintaining prices are no 
justification or excuse for what they did. Prices 
are perfectly stabilized by pools when entered 
into and lived up to, yet no one would contend 
that a pool, however beneficent its results, is 
either justifiable or legal. If the establishment 
of uniform prices for the products of an industry 
should ever be found advantageous or necessary, 
such an economic policy should be inaugurated 
and pursued under authority of law, and not by 
the will of the industry itself. 

Competition with the Corporation in all of its 
products has been real and keen from the date of 
its organization to the date of the filing of the 
bill in this suit. About this there is no question, 
with the possible exception of seamless tubes 
which were made under important patents ac- 
quired or controlled by the Corporation. Every 
commodity which it made was sold in substantial 
competition. This is conclusively proved. It is 
not proved, however, that the competition which 
existed between the Corporation and its com- 
petitors extended to prices. While during that 
period, competition was real, it was pursued along 
levels and at figures agreed upon expressly or 
tacitly, by pools, or at meetings and dinners. At 
different times when price undertakings and un- 
derstandings between the Corporation and its 



241 

Sr^'^^'f ^"^^ ^'^^l^^^' notably in 1909, the 
rHt? ^''''''' ^""^^^"^ ^^*« tl^« competition, 
rpllw ^°^r*^^!«^' ^a« complete and without 
restraint. Otherwise and at other times, compe- 
tition was real, but it was restrained as to prices 
Therefore, m searching the after-conduct of the 
Corporation for evidence of an intent on its part 
to monopolize and restrain trade, the participa- 
tion of the Corporation in the old and the new 
means pursued and devised, by which prices were 
raised and maintained, demands serious consid- 
eration. 

Before and at the time of the organization of 
the Corporation and for several years thereafter, 
a very great many of the companies that became 
its constituents and subsidiaries were allotting 
trade and fixing prices for different iron and steel 
products by pool agreements. It is quite neces- 
sary in this opinion to discuss the legality of such 
agreements. It is sufficient to state that it was 
known by all that they were denounced by the 
law. With this knowledge, the Corporation, 
through its president, in 1904, conunanded its sub- 
sidiaries to withdraw from pools, yet notwith- 
standing the policy then announced, certain of 
its subsidiaries, notably the American Steel and 
Wire Company, continued in pools formed as late 
as 1908. It is defended, however, that the par- 
ticipation of the American Steel and Wire Com- 
pany in the pool last mentioned was without the 
sanction of the Corporation and without the 
knowledge of its president. It is really unim- 
portant to give consideration to the Corporation's 
claim of exoneration upon this ground, in view of 
the fact that the Corporation itself, with the con- 
currence of its president, at the very same time, 
at periodical meetings with its competitors, was 
fixing prices covering a wide range of commodi- 
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ties, not by agxeemeiits, but by uaderstandings by 
whicb all were morally bound and from wMch no 
one deviated without notice to the others. By 
these methods the Corporation and its subsidiary, 
the American Steel and Wire. Company, were 
contemporaneously and quite as effectually nam- 
ing and maintaining prices in different products. 
Measured by the successful results of each, there 
can be little difference between the methods em- 
ployed. 

When pools and associations were very gener- 
ally abandoned in 1904, they were succeeded by 
trade meetings attended by representatives of the 
same concerns which theretofore had been parties 
to the pools. At these meetings, agreements re- 
specting prices were not made, but understand- 
ings were reached with respect to prices which 
quite as effectually resulted in their maintenance. 
The legality of these meetings was questioned, 
and about the year 1907 they were abandoned, 
and in the same year the Gary dinners were in- 
augurated. 

The Gary dinners were dinners given by E. H. 
Gary, the president of the Corporation, to which 
were invited representatives of steel manufactur- 
ing concerns which theretofore had participated 
in the trade meetings, associations and pools, and 
which produced "90 per cent, or more" of the 
total output of the diversified products of the 
steel industry of the country. 

The first Gary dinner was given on November 
20, 1907, to meet an unquestioned exigency aris- 
ing out of the panic then existing. The steel in- 
dustry, like many industries, was demoralized 
and threatened with disaster by the panic which 
began in the month preceding. The dinner was 
given in order to devise ways and means to pre- 
vent calamity to the industry. Ways and means 
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were found which no doubt contributed greatly 
in preventing disaster not alone to the producers 
of steel but also to those intermediate consumers 
who were carrying large and costly supplies. The 
ways and means consisted then of nothing more 
than the urgent request of a strong man, that in 
the stress of panic all should keep their heads 
and avoid the consequences of reckless cutting of 
prices. In this the others acquiesced, and in the 
light of the emergency then existing and the dis- 
aster averted, I am of opinion that the purpose 
and the conduct of those who participated in the 
first Gary Dinner were not unlawful, improper 
or questionable. But after the exigency had 
passed and the means to meet it had been exerted, 
Gary dinners were found to be potential things, 
and they were afterwards called and employed 
to exert their potentiality not in averting dis- 
aster but in creating greater profits by raising 
and maintaining prices in periods of industrial 
calm. 

Gary dinners, while not regularly held, never 
adjourned. They were made continuous by the 
peculiar character of their organization. Being 
nothing more than business meetings, they were 
conducted in a business fashion. A general super- 
visory committee was appointed, and sub-com- 
mittees were appointed to deal with the different 
products of the steel industry. These latter com- 
mittees were known as the Steel Bar Committee, 
Ore and Pig Iron Committee, Rails and Billets 
Committee &c. The membership of each com- 
mittee was composed of representatives of the 
leading concerns which manufactured the particu- 
lar product with which the committee had to do. 
These committees met between dinners, and were 
accessible, through their chairmen, at all times 
between meetings. The only difference between 
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the Gary dinners and the meetings of the com- 
mittees was that at the dinners the general busi- 
ness of the industry was discussed, while at com- 
mittee meetings the business of a particular 
branch of the trade was discussed. At neither 
were agreements made concerning prices at which 
the participants would sell their products. In 
fact it was asserted and re-asserted that such 
agreements were impossible because illegal, but 
in lieu of agreements, the parties, both at the 
dinners and at the committee meetings, severally 
made what they chose to call "declarations of 
purpose", that is, declarations of the prices at 
which they respectively proposed to sell their 
products, to which prices, it is testified, all ad- 
hered until someone chose to deviate therefrom, 
in which event he was "in decency" bou-nd to 
notify his dinner associates or the members of his 
conmaittee. 

Excepting the feature of trade allotments and 
money penalties, Gary dinners were in effect 
pools, with the right reserved to each participant 
to withdraw upon notice to the others. They dif- 
fered from pools only in the difference between 
the binding force of a moral understanding and 
the legal obligation of an express agreement. 
They were pools without penalties. They con- 
stituted a scheme which did not make it fatal for 
a competitor of the Corporation to stay out, but 
made it attractive for him to stay in, the result 
of which was, that prices were maintained with 
greater uniformity and stability than when the 
same participants engaged in pool agreements, 
violations of which carried penalties. 

This method of co-operative price regulation 
was pursued uninterruptedly from November 
1907 to February 1909. Throughout this time, 
prices were fixed and maintained by "understand- 
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ings," enforced by "moral obligations." 
Through the period of depression of 1908, busi- 
ness so decreased in volume, that early in 1909, 
independent producers broke their "understand- 
ings" with the Corporation and with one another, 
and sold at prices which each fixed for itself in 
complete disregard of previous "understand- 
ings." The Corporation attempted to maintain 
for its products prices at the figures understood, 
that is, to maintain high prices in a period of busi- 
ness depression, and "to force the issue against 
all economic conditions. ' ' It attempted this alone, 
and in its attempt it failed. Therefore, in that 
year, the Corporation was forced to declare for 
an "open market," that is, it sold at prices with 
respect to which there were no ' ' understandings, ' ' 
and permitted ' ' natural laws ' ' to take their course. 
The immediate results were lower prices and a 
largely increased volume of trade. If the aban- 
donment by the Corporation of its cooperative 
policy of fixing and maintaining prices "brought 
out a large volume of business," it logically fol- 
lows that by the pursuit of that policy, "a large 
volume of business" had theretofore been held 
back, that is, restrained, and therefore that the 
policy of cooperation as to prices, based upon 
mutual understandings and enforced by moral ob- 
ligations, operated effectually and unduly to re- 
strain trade. 

That the Corporation did not dominate the in- 
dustry by compelling the trade to sell at prices it 
desired, is shown by the break of 1909. When the 
independents broke away, the Corporation had 
to break away too. When the independents 
lowered prices, the Corporation had to lower 
prices too. When they all broke away, two things 
happened: First, competition in prices; second, 
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an increased volume of trade, indicating thereto- 
fore a limitation of the former and the restric- 
tion of the latter. This is persuasive evidence 
that the establishment and maintenance of prices 
from 1901 to 1909 were accomplished by the Cor- 
poration and its competitors by keeping agree- 
ments made by pools and adhering to understand- 
ings reached at meetings and dinners. 

Coincident with the breaking of prices by the 
breaking of understandings made or reached at 
Grary dinners, Gary dinners were temporarily dis- 
continued. It had been contended all along that 
Gary dinners had nothing to do with the fixation 
and maintenance of prices, that while stabilizing 
prices resulted from such dinners, nevertheless 
their primary purpose was to secure the estab- 
lishment and maintenance of good relations be- 
tween competitors, and to afford opportunities 
for the exchange of trade information and ex- 
perience. Is it not strange that breach of an 
understanding as to the one matter of prices 
should have caused a discontinuance of the dinners 
with the consequent loss of their primary bene- 
fits? 

Gary dinners were resumed in October 1909, 
and with their resumption, higher prices were re- 
sumed. 

By the proceedings at the Gary dinners, and 
at the meetings of the dinner committees, the fix- 
ing and maintaining of prices were as successfully 
accomplished as by meetings called for that pur- 
pose during the period from 1904 to 1907 and by 
the pools created for that purpose from 1901 to 
1904. It therefore appears that from the organ- 
ization of the Corporation in 1901 until the Gary 
dinners were discontinued in January 1911, the 
Corporation, first by one method and then by a 
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second method and then by a third method, em- 
ployed means to procure the establishment and 
maintenance of uniform prices for its diversified 
products, and by these means the Steel Corpora- 
tion, with its competitors, did combine and con- 
trol prices, and in controlling prices restrained 
trade. If by the three methods pursued in the 
three periods named, prices were not artificially 
and successfully maintained, as shown by the his- 
tory covering those three periods, I am at a loss 
to know by what means it would be possible to 
fix and maintain prices that would unduly restrain 
trade in th© sense of violating the Anti-Trust 
Law. 

The raising and maintaining of prices of steel 
products from 1901 to 1911 cannot be attributed 
to the dominancy by the Corporation over the in- 
dustry because of its size. It - was due to co- 
operation between it and nearly all other pro- 
ducers in a joint effort to raise and maintain 
prices, in which they persisted and succeeded. 
Without the co-operation of independent pro- 
ducers, prices of steel products could not have 
been raised and maintained by the Corporation 
alone. The offense of the Corporation, there- 
fore, was not its dominancy over the trade, but 
was an offense precisely similar to that of which 
every independent and co-operating producer was 
guilty, and consisted in the act of combining with 
its competitors to produce an unlawful result. If 
it had not combined with its competitors, or if 
they had not combined with it, restraint of trade 
due to the fixation of prices would in my opinion 
have been impossible. Therefore, those who par- 
ticipated in such meetings with the intention of 
doing that which was accomplished, participated 
in unlawfully restraining trade. I am in nowise 
convinced that those competing corporations 
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which associated themselves with the Steel Cor- 
poration, were forced, either by the conduct or 
the power of the Corporation, to co-operate with 
it in fixing prices. The Corporation produced 
less than 50 per cent, of the steel products of the 
country. Those of its competitors which parti- 
cipated with it in the fixation of prices, produced 
more than 40 per cent. Those which comprised 
the 40 per cent, could have taken care of them- 
selves and could have competed with the Corpora- 
tion in prices if they had so desired, and there- 
fore those which comprised the 40 per cent, and 
which co-operated with the Corporation in the 
methods pursued from 1901 to 1911, did so volun- 
tarily and not because of the dominance of the 
Steel Corporation. The Corporation dominated 
only in the sense of contributing substantially to 
what was done and making attractive what it de- 
sired to be done, and the others yielded cheer- 
fully. Their offense was no different from that 
of the Corporation, and the offense of the Cor- 
poration was distinguished from theirs only in 
the leadership it assumed in promulgating and 
perfecting the policy. 

The record does not disclose the names of all 
the iron and steel producing concerns which were 
represented at the Gary dinners and which co- 
operated in the price fixing policies there in- 
augurated and pursued. Those corporations 
which were of sufficient size and importance to se- 
cure representations from time to time upon the 
principal committee and the sub-committees of the 
Gary dinners, including the Steel Corporation, its 
subsidiaries and its competitors, appear by stipu- 
lation, (Eecord vol. 9, 3745-3750) which is ex- 
cerpted in the margin: 

GENERAL COMMITTEE: United States Steel Corporation. 
Competitors: — Cambria Steel Company, Pennsylvania Steel 
Company, Bethlehem Steel Company, Jones and Laughlin 
Steel Company, Central Iron and Steel Company. 
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The Anti-Trust Law was enacted "to protect 
trade and commerce against unlawful restraints 
and monopolies." The word "trade" means the 
buying as well as the selling of property, and 
the statute extends its protection to those who 
buy as well as to those who sell. A practice that 
is helpful to the seller but is hurtful to the buyer 
is as fully within the inhibtion of the statute as 
a practice pursued by one seller which unlaw- 
fully restrains the trade of another seller. There- 
fore, it may be assumed without discussion, that 
the statute intends to protect the purchasing pub- 
lie from the consequences of combination, which, 

ORE AND PIG IRON COMMITTEE: United States Steel 
Corporation. Competitors: — Shenango Furnace Company, 
Picicands, Mather and Company, Bessemer Pig Iron As- 
sociation, Republic Iron and Steel Company, Thomas Iron 
Company, Sloss- Sheffield Iron and Steel Company, Buffalo 
and Susquehanna Iron Company, Warwick Iron and Steel 
Company, Allegheny Ore and Iron Company. 

RAILS AND BILLETS: Illinois Steel Company, subsidiary. 
Competitors: — Pennsylvania Steel Company, Lackawanna 
Steel Company, Dominion Iron and Steel Company, Alan 
Wood Iron and Steel Company. 

BILLETS AND SHEET BARS: Carnegie Steel Company, 
subsidiary. Competitors: — Pennsylvania Steel Company, 
Republic Iron and Steel Company, Lackawanna Steel Com- 
pany, Jones and Laughlin Steel Company, Youngstown 
Sheet and Tube Company, Alan Wood Iron and Steel 
Company. 

STRUCTURAL MATERIAL: Illinois Steel Company, sub- 
sidiary. Competitors: — Bethlehem Steel Company, Cambria 
Steel Company, Jones and Laughlin Steel Company. 

PLATES: Carnegie Steel Company, subsidiary. Competitors: 
— Cambria Steel Company, Central Iron and Steel Com- 
pany, Lukens Iron and Steel Company, Worth Bros. Com- 

STEEL BARS : Carnegie Steel Company, subsidiary. Compe- 
titors :— Jones and Laughlin Steel Company, Republic Iron 
and Steel Company, Crucible Steel Company of America, 
Cambria Steel Company. . ^ , ^ 

PIPES AND TUBULAR GOODS: National Tube Company, 
subsidiary. Competitors :— Wheeling Steel and Iron Com- 
pany, Youngstown Sheet and Tube Company, Readmg Iron 
Company, LaBelle Iron Works. , m- t.i . 

SHEETS AND TIN PLATE: American Sheet and Tin Plate 
Company, subsidiary. Competitors :— LaBelle Iron Works, 
Inland Steel Company, National Enameling and Stamping 
Company, Youngstown Sheet and Tube Company. 

WIRE PRODUCTS : American Steel and Wire Company, sub- 
sidiary. Competitors:— Pittsburgh Steel Companj^ John A. 
Roebling's Sons Company, Grand Crossing Tack Company. 
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either in their purpose or effect, so raise and, 
maintain prices, that trade, in the sense of buy- 
ing, cannot exist except upon terms fixed by com- 
binations of sellers. 

When the Steel Corporation and its competi- 
tors, which together produced 90 per cent, of the 
iron and steel output of the country, combined, 
and first by one method and then by another and 
then still by another, deliberately fixed and suc- 
cessfully maintained almost uninterruptedly for 
a period of ten years, the prices at which the 
public was compelled to purchase their products, 
I am convinced that the Corporation and every 
producer which combined with it and with one 
another in so fixing and maintaining prices, vio- 
lated the provision of the statute which declares 
illegal "every * * * combination * * * 
in restraint of trade or commerce among the sev- 
veral states * * *." 

Foueth: Was the Corporation engaged in re- 
straining or monopolizing trade, or was it threat- 
ening so to do at the institution of this suit? 

As the several means resorted to by the Cor- 
poration with others for raising and maintaining 
prices, constitute, in my opinion, the only con- 
duct of the Corporation violative of the statute, 
the first part of the question just propounded 
may be answered by ascertaining when that eon- 
duct ceased. The Gary dinner movement ended 
with the dinner of January 11, 1911, and the bill 
in this suit was filed on October 26, 1911. The 
testimony does not show, that since the date of 
the last Gary dinner, the Corporation either alone 
or in cooperation with others, has fixed or main- 
tained prices of the products of the steel indus- 
try, or attempted so to do, nor does the testi- 



251 

mony disclose anything whicli suggests an inten- 
tion on the part of the Corporation to return to 
its former practices. That it may do so, if it 
desires, unless prevented by the decree of this 
Court, is of course obvious. 

My conclusions of fact and of law are, that the 
organizers of the Corporation (1) intended to 
create a monopoly and to restrain trade, and 
(2) combined with others and attempted to 
monopolize trade, within the meaning of the Act ; 
and that the Corporation (1) neither attempted, 
nor possessed the power, alone to do the unlawful 
things intended by its formation, but (2) that it 
unlawfully combiued with others to restrain 
trade by controlling prices. 

Whatever remedy there may be against the or- 
ganizers of the Corporation for acts violative of 
the statute, certainly in this proceeding in equity, 
a decree of dissolution cannot be awarded against 
the Corporation for the unlawful intent and the 
unsuccessful attempt of its organizers to violate 
the law. Upon the finding that the Corporation, 
in and of itself, is not now and has never been a 
monopoly or a combination in restraint of trade, 
a decree of dissolution should not be entered 
against it. Having foimd, however, that the Cor- 
poration violated one of the provisions of the 
statute by combining with others to unduly re- 
strain trade, and that it possesses the power to 
again unlawfully combine with others to do the 
same unlawful acts, and though not actively 
threatening, yet because of the disposition dis- 
played throughout the larger portion of its his- 
tory, it may again do so, I am of opinion, that the 
Corporation should be prevented doing the things 
and repeating the practices respecting the fixing 
and maintaining of prices herein viewed illegal. 
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The ordinary relief, obviously, is the injimctive 
process of the court, which in an ordinary situa- 
tion would follow such a finding, as of course. I 
am satisfied, however, that the same end will be 
attained, in a manner consistent with recent legis- 
lation, by retaining jurisdiction of the bill, if de- 
sired by the government, for the purpose of re- 
straining the defendants again engaging in the 
price fixing practices found illegal. 

Having stated the reasons for my conclusions 
and the matters which have principally controlled 
my judgment in this case, I join in the decree to 
be entered. 



